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ABSTRACT 


Communities all across Canada are being challenged to find new 
solutions to their problems. Community economic development (c.e.d.) 
is one strategy that is being used by some communities in Canada. This 
study focuses on only one dimension of c.e.d. - the creation of new 
local businesses. 

A Community Development Corporation (CDC) is one of the main 
vehicles of c.e.d. A CDC is concerned with all aspects of community 
life - social, political, organizational, cultural and economic. 

The review of small business and community business literature 
revealed that six major factors were crucial ingredients for the 


success of community ventures: 


1. Management 4, Capital 
2. Marketing a Goal Clarity 
3. Accounting 6. Government Involvement and 


Commitment 

This study attempted to study three projects of Calder Action 
Committee, the only CDC in Edmonton, to determine why two projects are 
surviving and one closed. The three projects were described and 
analysed in terms of each of these six factors and the levels of 
satisfaction of six parties-at-interest. 

Though the scope of the study is limited, the results of this 
thesis suggest that there is a greater chance of survival, and a better 
likelihood of definite success, if there are more components present. 
Therefore, community groups interested in business must ensure that all 


six areas are given adequate attention, 
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CHAPTER 1 
STATEMENT OF THE PROBLEM 
Introduction 

In these turbulent times of high unemployment, most communities 
all across Canada are being challenged to find new solutions to their 
problems. Community economic development (c.e.d.) is one strategy of 
economic development that is being used by some communities in Canada. 
People are embarking on c.e.d. projects of various kinds. 

..in order to create a greater degree of local control 

over their communities and economies by reducing local 

unemployment, raising capital to finance co ite e pial sted 
social services and decreasing external dependency. 

A Community Development Corporation (CDC) is one of the main 
vehicles for c.e.d. (Co-ops for instance are other means of creating 
c.e.d.). Though the concept of community development corporation is a 
relatively new one in the field of development, it provides exciting 
opportunities and possibilities for communities to launch an overall 
comprehensive program, 

Rita Mae Kelly states that there are 4 main dimensions to c.e.d. 
These are: 

1. creating new local businesses; 

2. identifying new talents and resources; 

3. improving physical and social environment; and 

4) sinereasing jobrand entrepreneurial opportunities.” 

All the above activities are done under the guidance of local 
residents. Thus, CDC is concerned with all sectors of the community - 


human, financial, organizational, political, social and economic. 
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It is the intent of the writer to analyze only one dimension of 
c.e.d. More specifically, the writer intends to determine the major 
factors responsible for the success of a small business (SB). Due to 
insufficient literature on community business, the writer has had to 
draw heavily on SB literature. 

Authors of SB management textbooks have wrestled with the 
definitional problems of SB. According to D. Steinhoff: 

Of the various definitions of a small firm used for 

different purposes, perhaps the most useful one has been 

developed by the Committee for Economic Development (CDC). 

This important research organization based its definition 

on the characteristics of the individual firm. To qualify 

as a small business under this definition, a firm must 


possess two of the following four key factors: 


1. Management of the firm is independent. Usually the 
managers are also the owners. 


2. Capital is supplied and the ownership is held by an 
individual or a small group. 


3. The area of operations must be mainly local, with the 
workers and owners living in one home community. 
However, markets need not be local. 

4, The relative size of the firm within its industry must 
be small when compared with the biggest units in its 
field. This measure can be in terms of sales FOL BY 
number of employees or other significant comparisons. 

Another recent contribution to SB management literature 

discusses definitions according to size and the intentions of managers 


or owners. These authors define SB as: 


an OF ganization with a name, a place of operatigns, an 
owner, and one or more workers other than the owner. 


The literature on SB is replete with statistics of high failure 
rate of SB. For example, 400,000 small businesses fail in U.S.A. every 


Veapmeandeoewotsall businesses tall within the fins five years -of 


7 en 


ails => 
tee sre mii ¢ woh ee vl 
sy.0essaue apy: 402 wl ynay WTO 261 


= 


1 Pal 
- 
r) ere igli s 


a9 ag ‘suey apeninct 2 
_ ’ _ ; 
oF bot web eat ol pepe yLMOG. 00  wenee ysl! 4netottiwanl: 
_ 


- 
a smeutnqnses At qt wes _ 
_ , 


1 ins ae 


avy 2¢T@ Saehinas wi at aingndyya? = 384 on PY Sa @tetya 6. : 
7 
s}¥edgess? oi as Qaabiou I re a parndiel *s 
. 
1o)1 Aba oa : e 4e° gan faints me - oe ic _ 
red & Gis, | ue eap Cl Lew, 99) eet Pe Pe i » 
wh) 46 "TT o¢ . P29 = AF 7 db fee la a 
mt tint} s* Jerid 4 7 ori 
Dr 10 i eit ery i ) a\A% p ey? +2 i, -0F? +> ay! a 
4 ia wee re (AT “aternioeg Ket 
fies Weed Sure) ti ies ae a 
1 e¢i oni a iit? ’ 
uy 
5 ol tba wk yet ) Ni “ha ; - 
iva? Li a hf. tO te weirs 
4 
dj aie «4 L Winiam sd fete fc «ft 
rise unnias i Age i y I ' 4 
4% rs Je 1 fi ) ‘ \ t 
oun. yadeetiah eal Biv srw wage, a2 s1 Lio? wi of 
my. Ie ‘iv ogg dee) G- Delores ) » Lina ad 
nil oy eal tofems* Af at Ans com «Ott heat? 
enoe: Sens feat ieske t95% a eoaiiun | edie ° 
ing E95 1 Sethe ere te oF 1 Pe Veer Te w+ eedldouk 


fedilde " ia anal nevi) owls Py ’ e4¥ ea rahe wis wos wh PORE TS ruribaa 


. : eh T° .an Tb ace sent ed 


va * Odds eqns 4 4 j l¥ ; ws aC Bil iow. a 15 Loe, Ty MG ve 
Rew wily ovaaly to. aged, sum. tae wry Se, |, BietwR 
7 » ae ‘Diet gigi 20 panes way “om staat a) mw woe A, 
0 Ss e;7* 7 - 
_—— snr Paes ee 
-_ . 7 a ia ie 


¢ Pe > 


operation. 


In today's uncertain times, it can be assumed that the failure 
rate of small businesses would be even higher - with worst economic 
conditions since the Depression, rising interest rates, expensive and 
hard to procure loans and spiralling costs of operation. Thus, the 
writer feels that it is more important than ever before for communities 
or "the third sector", as they are now called, to carefully research, 
analyze and evaluate the projects they want to embark on. They must be 
aware of and adept at the rules of SB. 

After reviewing the literature on SB, the author has come to the 
conclusion that the following six areas are crucial to the survival and 


success of CDC's engaged in business: 


1. Management 4a. Capital 

2. Marketing Dee GOalwGdlar iby, 

3. Accounting 6. Government Involvement/ 
Commitment 


Statement of the Problem 

This study will attempt to determine the extent to which factors 
critical to SB success are present in ventures started by the Calder 
Action Committee, the only Community Development Corporation (CDC) 
operating in Edmonton. 

Calder is located in northwest Edmonton immediately north of 
Edmonton Municipal Airport and the Canadian National Railway's Calder 
Yards.° bt isvan older community withahistory ofits own before at 
was absorbed by Edmonton. It is a lower income area with many seniors 


and single parents. 


an aw 
esa Lw lh suai Dom 


ag : 
- = ih -- 
aieyonid teuov ‘wid wi ong ls mre od! bluow shee oleae 14 


; ne ete 
ke ee hee _ewdat 108 asin dn iet (ip layesg@! Se : 
a 


: ‘ - 
44%. ,obAT. nat face 10 MAM ge a <iqga Une @aned 37H a ana 


7 7 
: A . , 
as sPAyenue riod S40 Ved | SA nm) oars: C104 s: vet? claw? yatl 
; a 
, 7 tie “Seduee betas oleae 
aineaee @f ueans OF DelNED wont arn (an ; 4a2 i 17 - 
“- dau) pall) it Hom er ee Trev ve ee ad gripes | “ay te 
at loo. 8 e *sbA fw oe wie 
+ OF eth 2a Se wi st aad MINNIE. 1? Berens est A 
‘i . i 
bin ave wel go Pee eee euwollies mbit oat woe lone. 
7 7 
srwove1s) ita Wepre Sl) To  Beecsag. 
resign!) «* reepean ot 
Filta .¢ ; -iqgasend 
1 Cee EY ' Spt D9 Cc oma a 
ease) % 
vtyq"l mig Bo — 2 
aati doll : * watts Bid Sith os (eae a'lew ohare ag? 
Pollieli otis yu) SH Pet Lp ameeais ey wt Ort win SVE Grague Gas iaatat 
} 
. ' 
C9) nnireaw >A ie lee, Af ayhastms #lan ot2 , a? riawo ae? A 
a ion 
an moteyaht ni ackaw 
> aa a i‘ 7 
; fo ay aR: ‘phaay (pene Non tpe ty nn te hoe at eehhay 7 
7 fas 


Se Mee ee ee | nin eiht ‘Anas ning: ye date ae 


pina 20" ab 
La 7 a _ - — 
pai ‘em he WIT) saw Y | ial aie sll 
i yi ny 

(} wy 


By u% Hed n4o ON: Teymete ci ind voryiow emery 


* 


The Calder Action Committee was established in 1976 to upgrade 
the area through NIP (Neighbourhood Improvement Program). In 1978, as 
the program neared its completion, the Committee discussed ways in 
which it could continue to serve the community. The concept of CDC was 
eventually adopted. According to Gerri de Hoog, President of Calder 
Action Committee (CAC), the group aims to respond to physical, social 
and cultural needs. The Community Development Corporation is defined 
by Gerri de Hoog and Simone Secker as a "not-for-profit, multi-purpose 
organization, incorporated, managed and controlled by local people to 
solve local socio-economic problems independently of all levels of 
government."/ 

Before embarking on a CDC approach, the Calder Action Committee 
was already a cohesive group with a high neighbourhood profile and a 
successful project to its credit. Although it operates on a more 
modest scale than other ©.D:G.s in Canada, the GAC has initiated a4 
number of projects that are viable. 

CAC's projects fall under three categories that are operated by 
its Board of Directors through its committees, These are the Child 
Care Committee, Cultural Committee and Calder Management Committee. A 
fourth, the Economic/Business Committee has been shelved for the time 
being, according to Gerri de Hoog, as a project started by the 
Committee and operated for a year under the name of CHUMS, had to be 
closed for various reasons.° 

Under the Child Care Committee, there are two projects operating 


successfully. These are the Daycare and Out-of-School Care programs. 


The Keyano Daycare opened on April 6th, 1981. It has three full-time 
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and one part-time employee. It operates out of Calder Elementary 
School. The Committee has leased public school board space. The 
Obyettiverts. oO provide qualtty care for the, chaldren om the 
neighbourhood. It is licensed for 25 children. 

The Out-of-School Care Program was started in October 1980. It 
is open from 7:00 a.m. to 6:00 p.m. weekdays and on school holidays. 
It caters to the six to twelve years age group and has at no time 
reached a full enrollment. There is one full-time Director and two 
part-time staff members. 

The CAC formed an Economic/Business Committee and utilized a 
Community Development Grant to operate CHUMS (Calder Home Upkeep and 
Maintenance Service). It was geared to providing services and products 
to seniors and lower income groups. These services and products 
included painting, yardwork, plumbing, electrical work and installing 
safety deadbolt locks. However, according to G, de Hoog, due to lack 
of seed money and poor marketing, the project failed.” 

The writer intends to analyse the reasons for success of the two 
projects and failure of CHUMS project. The six major factors crucial 
to community business success will be used as a guideline for 
understanding why the two projects of Calder Action Committee succeeded 


8 


and a third failed. The writer agrees with Mayer and Goldstein” who in 


their study of 81 small firms state that, 


weally causaleanalysis must, take into consideration the 
interplay not only of easily identifiable and measurable 
factors ‘such a6 capitalization, location, social and 
demographic Characteristics, but must also consider 
intangible but sometimes decisive factors such as 
persistence, Pespome Tir aes: optimism, versatility and 
other personality traits. 
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In order to determine whether a business is successful, one must 
know the goals or purposes of the business and to what degree these 
goals arersatisived. However, acil.B. Pickle has: pointed out in his 
study, one person's idea of the goals or objectives of the business, 
may be different from another's, since several groups have a vested 


interest in any business.?1 


For example, to an owner it would be 
profit and) psychic rewards, or in the case of CAG — provision of 
quality child-care in the two on-going projects, to an employee it 
would be salary and security, and to other groups it may have different 
meanings. 

Here the writer concurs with Pickle's statement that it is more 
realistic to determine society's view of purpose or justification for 
the business rather than to totally concentrate on individual 
viewpoints. Using this approach, Pickle concludes that the purpose of 
a SB is to provide goods and services that satisfy wants and needs of a 
population. 

Thus, the criteria for judging the success of the projects will 
not be the traditional measure of success, that is, profit; because as 
pointed out by Pickle, such an attitude considers only the ownership 
group which has a vested interest in the business. Moreover, Community 
Development Corporations consider it vital not to measure their 
performances only on statistics of business profits, or for that matter 
the number of jobs created. 

“The concern of CDG's to define their efforts and the 

results of those efforts in broad qualitative terms as well 

as in quantitative measures fits the comprehensive programs 


that they launch. The federal agency and its research 
contractors have recognized that and have also responded to 
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the CDC variations by attempting to measure success for 

each CDC in terms of its,own goals and schedule of steps 

for meeting those goals. 

A more comprehensive criterion for judging the success of the 
projects would be how well the various parties-at-interest are 
satisfied. H.B. Pickle in his study has divided the parties-—at- 
interest, or those who have an interest in the business into eight 
groups. For the purposes of this study, the writer will use only six 


groups or parties-at-interest.!3 These are: 


1. customers - persons making purchase of either goods or 
services from the business surveyed; 


2. owners - a person or persons holding title to assets of 
business. "Owner can vary from a single proprietor, to 
partners, to stockholders in a corporation; 

3. employees - all persons among the business surveyed who are 
are paid hourly, weekly or monthly wages; full time 
employees; part-time employees; and quasi-foremen. 
Management personnel are not included in Pickle's 
classification of "employees"; 


4, communities - all persons occupying the town site areas that 
embrace the businesses surveyed; 


5. governments - local, state, and federal governments and their 
agencies and commissions; and 


6. competitors - those businesses engaged in the same general 
line of endeavour as the business surveyed, and within close 
enough proximity to compete for many of the same potential 
customers. 

The writer will study the three projects of Calder Action 
Committee in terms of their implicit and explicit goals and the steps 
taken for meeting those goals. Also, as mentioned earlier, it is 
important to evaluate the projects’ success or failure in the light of 


the satisfaction they provide to the various parties-at-interest. The 


writer will use the same classification of six groups of people who 
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have an interest in the success of the projects as used by H.B. Pickle 
in his aforementioned study. 
The propositions of the writer are that the two projects of 
Calder Action Committee, Daycare and Out-of-School Care Program, are 
ape gael 0S) : 
surviving because: 


1. there was a consensus within the group involved on the 
implicit and explicit goals of the organization; 


2. the steps taken to implement these goals followed to a great 
degree the six major factors listed by the writer as 


INpOLeantmcONnGEEDUtI nS stacLOrse:COm Cie) SUCCESS) Of vay 
community venture; and 


3. the proposition of the writer as to the causes of failure of 
Calder Home Upkeep and Maintenance Service (CHUMS) project 


ane jenatsit) lacked sthewtwoucondicions dasted: aboverton 
survival and success of a venture. 


Relevance to Community Development 

Community Development is defined as: 

...organized efforts of people to improve the conditions 

of community life and the capacity of the people for 

participation, self-direction, and integrated effort in 

community affairs. Community Development is accomplished 

by people. It seeks to work through self-help, voluntary 

participation, and cooperation of people in the community 

but usually with moe rile sy assistance from governmental or 

voluntary organizations. 

Community Development is seen as a human resource development 
vehicle ultimately directed at improving the quality of life of all 
members of society. In the past, Community Development has focused on 
social, cultural and educational projects leaving economic development 
to business people and the public sector. Community economic 
development breaks with that tradition, bringing economics to the focal 


point of Community Development. By so doing it does not diminish the 


role of cultural and social development, because community economic 
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development (c.e.d.) programs are organized in the interest of the 
whole community. Accordingly, their goals and strategies relate to the 
whole community. 

Community economic development programs take many forms. The 
oldest ones are the cooperatives. In this study the writer has focused 
on the role of the Community Development Corporation as a vehicle of 
c.e.d. In a community development corporation approach, the underlying 
premise is that an economic dimension is always present in community 
problems. Thus, the community group will always search for feasible 
business ventures that are viable and will improve the community beyond 
the creation of jobs. The objective of engaging in a business 
enterprise is social, though the method used has to be strictly 
commercial. 

CDC, as a third sector organization, attempts to bridge the gap 
in the present system by responding to the social and the socially 
related economic needs of our society. Governments have overextended 
themselves and cannot respond, while the underlying principle of big 
business precludes it from becoming involved for social reasons. There 
is, therefore, an urgent need for a third sector. According to 
Hanratty, the third sector is based on an interdependent mixture of 
social. economic and cultural goals, lt 1s neither private enterprise 
nor government sponsored, but includes elements of both)? 

CDC attempts to develop a strong business division which is put 
to the service of the social goals. The Term "corporation" in CDC 
implies that there is an economic pay-off. However, as G.J. Mcleod has 


pointed out, the combination of corporation with community development, 
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does not merely create economic development, but community-based 


economic development. !® 


Method and Organization of Thesis 


The writer believes that because of the multidimensional and 
comprehensive nature of social programs, it is important to evaluate 
such programs by both qualitative and quantitative measures. Examples 
of qualitative measures could be: Why should society allow you to 
survive? Are the projects worthwhile? If yes, why? What is so 
special about the project? Where would you want the projects to be a 
year from now? 

Qualitative measures will be substantiated by quantitative 
indicators such as the number of jobs created by the projects, or the 
level of enrollment of the daycare and after school projects. 

Considerable emphasis will be placed on interviews and on-site 
observations to obtain case descriptions. The historical method of 
research will also be used. This will involve studying of past and 
present records of the three projects. 

Chapter II of the study provides a review of SB and community 
business literature to determine what key factors are responsible for 
survival and success of businesses initiated by community groups. 
Through the review of literature, six factors emerged as crucial to the 
survival of community ventures. These six factors are defined in 
Chapeenm liawthein importance to the viability of community 
Onvganizat ones ia sdascussed sand, the (criteria fom (judging @tieir 


effectiveness are listed. 
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In Chapter III, the research procedure used for the study is 
described. 

Chapter IV consists of a description and analysis of the data in 
terms of the criteria established in Chapter II. In this chapter, the 
projects of CAC are also evaluated with respect to the satisfaction 
they provide to the six parties-—at-interest, mentioned in Chapter I. 
The object is to assess the findings of the research in terms of the 
criteria. 

Chapter V consists of the summary and conclusions of the study. 

Footnotes and bibliography are presented at the end of each 


chapter. 
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FOOTNOTES 


S. Wismer and D. Pell, Community Profit - Community Based 
Economic Development in Canada (Toronto: Is Five Press, 
Wsioipape7 = 


R.M. Kelly, Community Control of Economic Development (New York: 
Praeger Publishers, 1977), p.2. 


D. Steinhoff, Small Business Management Fundamentals (New York: 
MeGraw Hill Book? Co., 1974), pi7. 


C.E. Tate, et al, Successful Small Business Management (Dallas, 
dexass) Business Publications. Ines. 61975). p. 4s 


A.T. Hollingsworth and H.H. Hand, A Guide to Small Business 


Management: Text and Cases (Philadelphia, Pa.: W.B. Saunders 
Com P1079) Rapa 


The exact location of Calder is shown on the map attached in the 
Appendix. 
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(Edmonton: Paper presented at a conference on Community 
Economic Development, organized by Edmonton Social Planning 
Counciie Nov 1932). 


Information was obtained in an interview with Gerri de Hoog in 
August, 1983. 


Information obtained from telephone interview with Gerri de Hoog 
im October, 1983. 


Mayer and Goldstein, The First Two Years: Small Firm Growth 
and Survival Problems (Washington, D.C.: Small Business 
Administration Publication, 1961), p.100. Small Business 
Administration Research Series No. 2. 


H.B. Pickle, Personality and Success: An Evaluation of Personal 
Characteristics of Successful Small Business Managers 


(Washine ton, — DeCr et smalk “Business Admina stration 
Publication, 1964), p.10. Small Business Research Series 
No. 4. 


S.E. Perry, "Community Economic Development: An Introduction to 
an American Strategy" (Cambridge, Mass.: Institute for New 
Enterprise Development, 1982). Paper presented at 
Conference on Community Economic Development in Edmonton, 
Alberta, 1982. 
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In most community ventures, government is the primary funding 
source and, as such, imposes certain regulations. The two 
childcare projects of Calder Action Committee are subsidized 
by the government, and the CHUMS project was funded by the 
Community Development Grant. The government is, therefore, 
an important party-at-interest as a funding source. 


The writer wants to make a distinction here between "surviving" 
andes successiul. | hom eal ventures tomsuccecd,. ats must 
survive, but it is not necessary that a surviving business 
is also successful. 


A. Dunham, The New Community Organization (New York: Thomas Y. 
Crewill Company, 1970), p.171. 


J. Hanratty ed., New Dawn Enterprises. Technical Bulletin No. 7 
(Sydney, Nova Scotia: College of Cape Breton, 1979), pp. 
PSL 155 ¢ 


G.J. Mcleod, "Community Development Corporations - Theory and 
Practice", p.182. Paper presented at a Community Economic 
Development Conference (Edmonton: unpublished, 1982). 
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CHAPTER II 


REVIEW OF LITERATURE 


Success and Failure of Community Business 

In this chapter, literature pertaining to the causes of success 
and failure of community ventures will be reviewed. However, due to 
insufficient literature on community business, the writer has had to 
draw heavily on small business (SB) literature. The literature on SB 
is replete with statistics of high failure rate. For example, 400,000 
SB fail in the U.S.A. every year, and 80% of all businesses fail within 
the first five years of operation. 4 

The numerous studies of the causes of business failure reveal 
"poor management" as the most common contributor to business closures. 
As indicated in Tables I and II, Dunn and Bradstreet have identified 
the most frequent causes of business failure. 

As indicated in Table I, the most recurring cause of business 
failure is incompetent management. Unbalanced experience (strength in 
some functional areas, but not others), lack of managerial experience 
and lack of experience in the line account for almost 904 of all 


business failures. Neglect, fraud and disaster are relatively 


infrequent reasons. 
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TABLE I 


CAUSES OF BUSINESS FAILURE, 1969 


Underlying Cause of Failure Fercentageror Ali failures 
Incompetence 45.6 
Unbalanced experience IES) 
Lack of managerial experience Io 
Lack of experience in the line 8.7 
Neglect As) 
Disaster 1.4 
Fraud ee 
Reason Unknown tell 
Total 100.00 


Dunn and Bradstreet, "The Failure Record Through 1969"2 
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Tabferti) ailustrates*operating difficulties: that anise most 
frequently due to mismanagement. The first two reasons indicate a lack 
of marketing ability. The next three causes suggest a lack of controls 
within the organization, and the latter two could be attributed to 


insufficient capital within the firm. 


TABLE II 


OPERATING PROBLEMS RESULTING FROM POOR MANAGEMENT 


Percentage of Failures Due to 


Causes of Failure Mismanagement 
Inadequate sales 42.2 
Competitive weakness 22.9 
Heavy operating expenses rah 
Receivables difficulties LOM 
Inventory difficulties 4.5 
Excessive fixed assets Sine) 

Poor location 7 ies) 
Other LS 
Total 100.00 


Dunn and Bradstreet, "The Failure Record Through 1969"'9 


16 


aes Te Per aa 


b> ee : 7) _ 


- il oun ee » ea - 
ue 8 ate om ye Lod very art ‘ae sal 1 ell ie 
Hones Lia adn ea? 
ale Sead al, wild ns antes tgp hn 
y 


a ¢ 


gn date | ee ols - 
ved We suri iot ¢4 ah WA 


. BG a — * wwike atl thaty jedan : _ <a 


a 
. 
i” AS) 
eee : 
- 
ot J 441 > apne ‘ 
ian aeeaonves tic’ MSR ee oy) ae 
[ 
uy iy 294 i ti be = : Ps, 
Se uk i Let a} seme 
“oa 2oleaa 8 
oe fund) 
iy). ¢ <i eras ny 
ban rt bhan Ded Se Sree 
Tye ated END an feeingel 
ay | - 
~ "6 e 7 a 6 : = ", 
7 atthe 
an | 
: y trav f 
i 
ef 
ee —————————— : 
ix fH! : 
hee : 
we 7 ; 
7 ve 


7 tor rs6 | danowit baiv0l stilted nal” Sepisten @ 


Wmotidne thinksethateam 1seuntain-ot Dunne and Sradsereetsto 
attribute all operating difficulties to mismanagement. He contends 
that there are certain unforeseeable situations that could arise to 
crush a business. He states that it is possible to understand how a 
good manager, denied adequate capital resources, might choose to 
attempt his venture, in spite of the high risk artificially created by 
lack of capital. 

However, other sources confirm judgement that poor management is 
a principal cause of business failure. For example, F.L. Tucker 
Siaves, 

In various studies and surveys for the purpose of 
determining the causes of failure of small firms, the 
principal problems seem to be deficiencies in capital and 
management. In my opinion, if a company had good 
management, it is not likely to have financial problems...I 
suspect that the most usual causes of chronic shortages are 
poor planning, recklessness, and a desire to maintain 
maximum equity control. This reasoning brings the 
spotlight to rest on mapagement as the critical variable in 
small business success. 

W.L. White concurs with Tucker. He gives the following reasons 
Lote lack on crowlh an small tirms: 

1. lack of experience; 

2. lack of a customer point of view; 

3. a hesitation to hire others; 

4. unwillingness to delegate authority with responsibility; 

5. fear of strange and new; and 

6. fear of growth. © 


Pod, Patzpatrick, inehis study, recognized several external 


factors that are responsible for business failures and are beyond the 
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control of business executives. For example, he points out that, 


during the depression of the 1930's, the external factors were more: 


powerful than the internal factors.! W. Strang states that the 
internal factors that Fitzpatrick referred to over thirty years ago are 
still applicable to causes of business failure today.® According to 
P.J. Fitzpatrick, management was mostly responsible for internal 
conditions.” 

Businesses close for multiple reasons, yet the predominant 
belief is that the owner/manager's ability to solve or avoid problems 
is the key to success. W. Strang's survey concluded that it was the 
manager's motivation and abilities that were the key to minority 
business success or failure.9 This survey revealed that the most 
frequent cause of failure was lack of managerial ability, business 
education and experience. His findings were consistent with those of 
Dunn and Bradstreet./1 

H.B. Pickle states that, since personality characteristics 
determine a business manager's success or failure, identification of 
these characteristics is of value as a predictor of success or failure. 
He selected ‘certain "characteristics. instead of ‘traits') 'Character= 
istic" is defined by Pickle as the composite of traits. For example, 
humanerelations ability, according to Pickle, asthe composi te of 
ascendancy, emotional stability, sociability, cautiousness, personal 
relations, consideration, cheerfulness, cooperation, and tactfulness., 
Characteristics, according to Pickle, are the sum total of interaction 
OLvvarious traits: 


He selected five characteristics and studied the effect that 
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they had on the success of managers. These five characteristics were: 
ie, deve; 

2. thinking ability; 

3. communications ability; 

4, human relations ability; and 

5. technical know-how. 

His study revealed that the five characteristics had a high 
correlation to success. Communications ability had the highest 
eorrelation to success, scoring 70152 Under thus characteristic, 
written communication ability scored the highest at .634, verbal 
comprehension scored .401, and oral communications ability scored .309. 
Human relations ability was the second most important characteristic 
withearscore of .5322. Technical) know—how scorned .522, and drive and 
thinking ability scored .467 and .464 respectively. The results of 
H.B. Pickle's study indicate that 45 1/22 of the difference in success 
rates of the ninety-seven small business managers surveyed resulted 
from differences in the extent to which they possessed the five 
characteristics. !4 

K.B. Mayer's and Goldstein's report on a detailed observation of 
eighty-one small firms over a two year period revealed that management 
experience appears to play a greater role than occupational experience 
in success. They assert that formal education, although valuable in 
itself, seldom provides any direct training for a business career, 13 

Their findings revealed that experience as an employee in a 


given line of business does not ensure success as a business owner in 


the same line. Of fifty-five owners who had never previously owned a 


19 


qyortide <a) 
e@ se JOU Lilt Bang oe. ON aeeri 


Att «Wer i. thr jw : 
- 


7 
S) edd) w+ Nelewt tate ore 
> : ( Ti a my | 4 Jag ue id y 
rm a: 1-41. < yt isa in 5 gu it = AE fee n Y a 
- » a 
; eal a, TY I ir Sink @P Os jwise Wes 
‘ ~~ 
_- : 
) ; Li, “wee 4 ‘A oe ea foes ie foe on 
. ae: (fede aQioenwilenees weasekre 
pty ) bed ay A } 
(7) 
tit Fit J? Sa Miataute 1 im } i gl) Be ree! i aie sada it wid, 
a ™ 
| ee ae aay eal fd nha ae 
{ Ne. bs J od ory Legr nea 5'] an ~- 14 20pm a dt “* 
= % ; 
Ay obey ; s eanleah ' 5 ‘ i 1 , ban 9 va cl Tal . ont ma. 7 
a | —~ 2 : - 
= ie 4 i yw A © stint a 


; neQnm “247 iavl-(iomG } peRe~e FS i ote a 


: i - 


ei, vi Te hws tweets 


TLL | oT Hehrish no 2s “7 reniet lie e'a9en" at 
os) — =o 
uh Th) Aol he ya A | ey |i TAY me, ooq-y anryd s a4! 2s — wes 
a | 36 | 14 ey | Tin ae iit) Pas TO oa » ia i ayn; ap te addins 


poo ldavjes Ajanta feo sega parrlit see sy wT Hoe 


, a 


+a arial! ti ied tid ae ta) - ae nahrag ot: “ah 


7 


. oe pier Gas ms ele ani mpbioges sent tak aay it apa br 


| se aieatah oa 


f 
i eo comin wee aaah ‘7 ee: 


> 
a 


_ 
Pu ; 
Nii iy pun cies 


~—- 


business, twenty-six had worked as an employee in the same line. These 
included, for example, cooks and waitresses who later opened 
restaurants, and mechanics and gas station attendants who became gas 
station owners. Yet, seventeen of these twenty-six owners were out of 
business by the end of the study. Twenty-nine others who had no 
working experience in the same line had a better survival rate. This 
finding does not mean that not having worked ina line is a positive 
faceon indwei newsuccess,..bULm does point, toet he hact: that -skrl is 
developed in an occupation are insufficient preparation for the 
successful conduct of a business enterprise. 

Mayer and Goldstein stress that what is important is previous 
experience as a business owner in general, and in the same line in 
particular. !4 

During their two year period of observation, the eighty-one 
firms in the sample differed widely in their development. The basic 
distinction was between the forty firms that closed and forty-one 
businesses that survived the full two year period. Among those that 
failed, thirty-two firms failed due to financial reasons and eight due 
to non-finalcial reasons. 


Mayer and Goldstein classified the surviving firms into four 


"types": 
ieeemaceinaly Survivors) — these ‘were part-time operations 
providing their owners with less than a minimum living; 
2. limited successes - these firms covered a wide range 


financially. Almost all of them had already reached a 
stable level of operations and gave little prospect of 
future growth. They were able to yield their owners an 
adequate livelihood; 
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potentially profitable - these firms showed a pattern of 
growth which, by the end of the two year period, provided 
the owners with not only an adequate living, but in addition 
gave indication that the growth might continue to a point 
where these firms would yield a profit. All the owners in 
this category had imagination, drive and determination. The 
authors found that the growth pattern of these firms was not 
always smooth - they faced difficulties which at times made 
their future doubtful, but, because of the owners' know-how 
and determination, they pulled through; and 


profitable enterprises - these firms yielded net profits 
beyond their owners' salaries. These firms represented 
genuine successes in the sample; that is, they were 
successes both in the eyes of_ the owners and objectively as 
viewed by financial returns. 


Mayer and Goldstein, in their analysis of the closures and 


survivors, state that, 


...any causal analysis must take into consideration the 
interplay, not only of easily identifiable and measurable 
factors such as cCapitta lization.  locabion.. social.) and 
demographic characteristics, ibut must. also consider 
intangible but sometimes decisive factors such as 
persistence, pe snene ee optimism, versatility and 
other personality traits.! 


The following reasons are given by Mayer and Goldstein as causes 


of failure of forty firms: 


Ure 


faulty location; 

disregard of competition; 
inadequate capital resources; 
overindebtedness; 

inept merchandising; 

careless credit policies; and 


: : Vi 
organizational errors. |! 


According to the authors, all of the factors represent errors in 


specific managerial decisions. Underlying such misjudgements in many 
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instances, and compounding them in others, were more general 
deficiencies of the owner. These deficiencies took several forms: 
Some owners lacked the basic technical know-how to operate the 
particular type of business or any business at all. Others possessed 
the requisite technical knowledge but lacked the ability to sell their 
personalities and thus could not attract customers. Some owners 
exhibited definite personality defects like irresponsibility or 
alcoholism to such an extent that successful operation of business 
became impossible. 

The authors concluded that stamina and determination to ride out 
ditfacubtiLes were! crucial factors in) businessxsurvival; in» certain 
cases of survival, persistence alone did not explain ultimate success. 
It is necessary not only to have endurance, "but also - initiative and 
imagination in making changes and adjustments during the initial period 
of operation. "18 

L.L. Allen, in his article, points out a few key points of self- 
selection or self-elimination for top management of a small firm. His 
main point is to select only experienced people to start an enterprise, 
He warns against choosing yourself as a candidate to run your own 
business, if you do not know that business extremely well. Infusion of 
money, he says, will not cure a problem of poor selection. !? 

J.C. Worthy, in his article "Who Fails and Why", stresses that 
the ultimate cause of failure, which is exceedingly common, is 
management neglect in applying the basic business disciplines of 
planning, budgeting, controlling and replanning. <9 


K. Lawyer discovered, in his study of one hundred and ten 
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successful small metal working plants in Ohio, that management skills 
and personality traits of the chief executives of small plants were 
more important than the sophistication of operating methods employed. 
Lawyer, like Allen, stressed the importance of self-selection of 
management. According to Lawyer, careful selection of manpower is also 
very important. Sooner or later many duties are necessarily assigned 
to some degree. Lawyer emphasized that the life of business depended 
upon the calibre of persons to whom responsibilities of growth were now 
assigned, 1 
Dunn and Bradstreet identified poor marketing as one of the 
causes of business failure. In Table II, presented in the previous 
section of this chapter, they indicate inadequate sales and competitive 
weakness as the cause of 64% of failures, which they attribute to 
mismanagement. 22 

Mayer and Goldstein, in their study of eighty-one small firms, 
state a combination of reasons responsible for the closure of forty 
firms by the end of the two year study. Faulty location and disregard 
of competition are listed among the causes of failure. The authors 
discovered that choice of location was frequently based on such factors 
as: 

1. vacancy of premises; 

2. nearness to home; 

3. familiarity with neighbourhood; and 
4. availability of business for sale.? 


The owners did not make any objective evaluation of the location's 


potential asa business site. Failing to do so, they overlooked the 
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fact that the area was declining - losing its population or being 
bypassed because of new highway construction. They did not investigate 
whether the location was suited to the types of goods and services 
being offered. In some instances the business was too specialized, and 
in other cases the same goods and services were adequately being 
supplied by other companies. 

Mayer and Goldstein further emphasize that disregard of 
competition need not necessarily be fatal. It did, however, play a 
major role in certain cases of failures and was a contributing factor 
in other instances. In the cases where competition was significantly 
responsible for closure of firms, it was always caused by competitors 
already in existence. The owners were either completely unaware of 
this threat or blithely assumed it would not affect them.24 

W.H. Brannen emphasized that the people who make up a business 
are of special interest to customers of that business. Absence of 
hierarchy and bureaucracy in small business places a special 
significance on the people element. W.H. Brannen believed that 
"People" must join the traditional four P's of the marketing mix - 
Production, Price, Promotion and Place — to form the five P's of SB 
marketing. 

Our SB marketing strategy will involve the right people 

marketing the right products fle ENG right place and price, 

by using the right promotion. 

Brannen emphasized that lack of a people strategy is an 
unnecessary self-imposed disadvantage for some SB marketers. 


A basic strategy for marketing is very important, because the 


market is not homogeneous. It is essential for an effective marketing 
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program to identify the natural segments and then match their 
advertising campaigns to the selected segments. A Basic Strategy, such 
as presented by Hise et al and Gardner, must focus on: 

1, market segments - segments are identified by: 

- demographic and geographic factors, 

- benefit factors - the use that the customers see in the 
product or service, for example is it aesthetic quality, 
energy efficiency, high quality child care, 

= "psychographic or diititerent Wlitestyle factors «the 
lifestyle of customers, is it conservative, swingy or 
stylish; 

2. positioning - how the business can be better than the 
competitors. This also relates to the principle of market 
dominance - the company must identify market segments and 
strive to gain dominance. For example, a daycare could 
strive to provide the best quality daycare with qualified 
and experienced staff; 

3. evaluate segments for potential; 

4. focus efforts on well-defined segments; and 

5. the need to be unique. Uniqueness could be achieved through 
the kind of image presented (which some authors contend is 
most important), eve of product, type of service, or type 
of customers served. 

Advertising, according to Professor Gardner, could be the 
critical difference between success or failure. It promotes consumer 
awareness of products and services of the company; it makes the 
salesman's job easier; and it establishes or modifies image. It is 
also an internal morale booster. It creates a sharp edge over those 
who do not advertise. Gardner warns, however, that advertising seldom 
produces direct sales: only fifty percent of advertising works.” He 
feels that it is this fifty percent which makes the critical difference 
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between survival and failure. 
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An effective marketing strategy must emphasize, in planning its 
advertising campaign: 

- selective exposure - using the right medium or program; 

- selective attention - having interest or meaning for customer; 

- selective comprehension; 

- selective retention - remembering information which is useful. 

According to Professor D.M. Gardner, every business, be it 
profit-making or a non-profit organization like a church or a non- 
profit daycare, needs customers to survive and grow. Marketing means 
understanding your customer's needs and desires.2/ 

It is only when customers believe that their needs will be 
satisfied that transactions occur, and only when transactions occur can 
a firm make a profit. According to Byer and Teckert, it may seem 
obvious that sales transactions produce the firms' profits, yet many of 
the firms fail to know enough about the costs of many of their 


marketing processes to know whether profits will be generated. 


Price is based, not only on costs, but on the basis of the 
dynamics of demand and competitor's price. 


Professor Gardner states that marketing is not a necessary evil, 
but it is just as important as products and services. It is vital for 
people interested in SB and community ventures to be sensitive to the 
idea that marketing is the creative force that matches their products 
and services with their customers' needs. 2? 

The writer concurs with Brannen and believes that, for a 


community venture to succeed, it must have a marketing strategy that 


emphasizes the five P's. (The Basic marketing strategy must state what 
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percentage of the total market it should concentrate its energies on, 
with what product or services and with what combination of price, 
promotion and place. )30 

The importance of a Marketing Plan is emphasized by many 
authors. In a survey done by The Conference Board, many executives saw 
a Marketing Plan as the very symbol and essence of purposeful marketing 
management. They regarded a formally prepared written Marketing Plan 
as the means of linking the marketing function with the principle of 
management by objectives. However, D. Hopkins reports that many small- 
sized companies preferred to keep their Marketing Plans informal and 
unwritten. He found that there was a growing tendency among some 
companies to bypass Marketing Plans for a Business Plan or a Strategic 
Plan. >1 

According to Byers and Teckert, marketing research is a process 
used throughout the marketing operation. Such an operation begins and 
ends with the customer . 24 

Marketing Research is used in several areas of the marketing 
process. Some of these areas are outlined by Byers and Teckert as 
follows: 

1. to determine the characteristics of a market; 

2. to determine the demand in a market for a product; 

3. to evaluate the environmental factors around the market; and 


4. to determine the reaction to components of the marketing mix 
by the market. 


Marketing Research information can be developed through two 


sources. These sources, as illustrated by Byers and Teckert, are: 
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1. internal: analyzing sales records, analyzing cost records, 
and studying financial records; 


2. external: searching secondary data, purchasing commercial 
data, aand conducting research studies by firm. 


Once the initial marketing research has been conducted, then the 
sudden awareness of a problem activates marketing research or the 
search for solutions to the problem. Byers and Teckert stress the 
distinction between a "problem" and a "symptom", They illustrate their 
point with an example of a situation where sales are falling. In this 
Situation, whatever is causing the sales to fall is the problem, and 
the fact that sales are declining is a symptom. The problem could be 
due to a declining economy, a change in consumer tastes, entry of 
strong new competitor, overpricing, bad advertising, or ineffectual 
sales representatives. The job of marketing research is to discover 
what the problem is. 34 

Importance of accounting for the survival of SB and community 
ventures is demonstrated by many case studies. Dunn and Bradstreet 
studies indicate that 26.7% of business failures were due to lack of 
proper internal controls (refer to Table II). Heavy operating expenses 
caused 12.1% failures, receivables difficulties caused 10.1% businesses 
to close, and inventory difficulty was responsible for 4.5% of business 
closures.?> 

RA. Leitch et al, in their study of one hundred and twenty SB, 
discovered that often the reason for high failure rate in SB was the 
absence of effective internal, controls. They discovered that 


management of most companies did not use financial information in their 


decision-making processes, This information was elicited by a higher 
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number of negative responses to questions relating to budget planning 
and interim reporting in the study questionnaire. The study further 
reveals that overall internal controls were strong in companies using 
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double-entry manual systems. The findings also revealed that 
participation by the owner increased the effectiveness of an internal 
control system. On the whole, this study pointed out that the general 
areas that present problems for SB are budgeting, planning and cash 
control procedures.’ 

G. Fox, president of Bar Geo Financial Associates and a 
specialist in the area of business turnarounds, has developed seven 
early warning signs to alert businessmen to critical areas they should 
monitor to assure their businesses! healthy operation. The seven areas 
to watch are: 

1. cash management; 

2. accounts receivable; 

Sey inventory; 

4. accounts payable; 

See ecebtustructune: 

6. profit and loss; and 

ies personnel. 2° 

According to G. Fox, management must ask itself the following 
questions related to the above seven areas: (1) Where are the company 
funds at all times? (2) Has a sale been made to a known credit risk, 
just tomitne sake ol avsale? = (3) lsethere excess@inventory on too 


little capital? (4) Who must be paid to keep the business running? 


(5) What is the current loan status? (6) Are there adequate financial 
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controls? (7) Are the employees competent, and do they have the 
opportunity to exercise initiative and ability? 

All these areas must be examined carefully, advises G. Fox, so 
proper control of business can be maintained. 

B. Murphy, in his investigation of financial control techniques 
utilized by firms, discovered that, due to a lack of sound data base, a 
number of firms were unable to make use of the budget as a control 
device, because it was impossible to assess costs accurately and to 
compare them with budgets. He emphasizes the distinction between 
budgeting and budgetary control. In a number of cases where 
consultants had instituted a system, it only worked for a short time 
because of the lack of basic understanding by the personnel responsible 
for its operation, or because of changes in personnel.” 

Financial statements serve many purposes. According to Gross et 
al, they have a direct effect on the success of a business. Creditors, 
banks and, in some cases, the customers, decide whether or not to do 
business with the firm on the basis of the financial statements, that 
is sell the firm products or services on credit, lend money or buy from 
the firm. Gross et al further state that a business cannot make its 
financial statements look good unless it is operating soundly. Perhaps 
the most important consideration that the authors emphasize is that 
management itself must understand the financial statements prepared by 
its accountant. 44 

H.N. Broom et al also stress the importance of record-keeping. 
They claim that good record-keeping is characteristic of most 


successful businesses, while inadequate records are typical of firms 


30 


astay> 
ie : > 7 a ia! being 
RLAAP Totes eka s Tk SOS 


Dee :. 
7 a x ain ive wd Seelpged atin te 


s : ; ; 
erie en seo wns aired?) bo 


Pr) es ed ag 0 styiave! ohm olan 


- sel env Pal 


rt 


Pa ae ee rere > a ore ' 
| Loa Ira! &ae ayes: wt! 20 6& * f , Ole = 7h i¢ > 
nichts @hSVavNa DM s190D FE oy i@t ij ab 6). 200 
: catia be PLeyi2urer * 0 © fr! i \I i ' are > 
i I 
a ee rm Tarw id P| eT Vay ag 
wi : pe" cw ¥ i hace or ve PAP Fra 
seul nd Ofipt 22/1, 49 Pini Je 1 5 y te eagle é 
fy Sa@gwiv es 
ru alah: /eth Hg \ tev ch eae e4 eat 
; j , eT oe To taliaas cele 4 +3= Tehorin’ vevoaned palit 7 
why ogo a jeiir aii whissmh (mae / (tis a TS as aie 4 
ty , ai naI i’ jeSauati ss ‘oil sf AH ‘ al Ow 


vase to, aiouheote wey aie, 


iemut "aso 10 oy veasarn (renee) Pe Te, ee) a WILY a 
: a 
yond S844 Oe"! 7 ) 4 * nev — 


iat Ab JONG ai DB WD) 


; ' » 
oye PA hire grote mirge « id eer) Tle yan B00) re 
eres a) aneeestgeo ptetcins pss fa, Tee) ed | sh ie ¢ a 
ss 
ad hirvhqgat) Sama fate Lot omni uae “e Lie 3 Ale ry 


pe a al) Poa == tS 


ie - 
son! - ip ai azn on 4ae71* 


aes i ta ae ree Ok Biss 


bP oe isin 7 
eee ee 


that fawd; 

~ 00d records are’ essential for effective control (of 

operating results. Furthermore, adequate records make it 

easier ro detect employee frauds, waste, spoilage and other 
losses. 

In conclusion, it can be deduced, from the review of literature 
on accounting, that an adequate accounting system is crucial to the 
survival of a venture. 

J.C. Worthy, in his article "Who Fails and Why", examined some 
cases of business failure and discovered certain underlying reasons for 
their closures. One of the reasons that he outlines is a shortage of 
capital. However, he points out that it is seldom the sole reason for 
faa une Duin biedsuOLtenvaustronesecONneLripUting eractor.= Aupracttcal 
estimate of capital requirements for several years ahead, according to 
Worthy, is absolutely essential to growth of a new enterprise. 42 

Broom et al emphasize the importance of satisfactory working 
capital position. A business achieves this position by having a 
working capital both adequate in amount and liquid in nature. An 
"adequate" working capital, according to Broom et al, means sufficient 
money must always be available to pay all maturing obligations. This 
in turn means wages must be paid on time. A business cannot avail 
itself of discounts on purchases unless bills are paid within the cash 
discount period - which is usually ten days. Taxes must also be paid 
on time to avoid penalty. Adequate cash must also be available to pay 
for new fixed assets and to launch advertising programs. There must 
also be enough cash on hand to meet the various contingencies that 


43 


arise from time to time in every business. 
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Adequacy of working capital could be tested by a number of 
methods, for example by comparing ratios with corresponding industrial 
standard ratios. Working capital liquidity is defined by Broom et al 
as the *proportion of working capital made up of cash and ald other 
assets quickly convertible into cash. Acid-test checks liquidity as 
well as adequacy of working capital - obtained by dividing the liquid 
current assets (total current assets less inventories) by the total 
CumnentGyitabalities, | lhiswiseaericorous test die tovexclusion ot 
inventories. Another method is the current ratio method - computed by 
dividing current assets by current liabilities. The bankers' rule for 
Livoe ta cwOmusTatemeasteEwo tOmone.siaccordinc sLOsBbLOom seb wal. efor 
working capital to be judged adequate. “4 

The cash-flow cycle of a firm reflects the overall effort of its 
management. T.W. Johnson states that, in many instances, it is merely 
self-delusion to attribute lack of success in business ventures to the 
shortage of money or inability to obtain equity capital. In these 
cases where owners are suffering, they are not making profits because 
they are "poor operators and poor financial administrators". Under 
these circumstances, they cannot attract capital. He further states 
that, 

What they really need is not more capital, but rather 

increased knowledge and experience in how to run a business 

soundly. They need to pay more attention to organization 

and the elements which make an organization successful, 

Lack of money, under these conditions, is a symptom rather 

than the real cause. More money is not the solution, but 

will merely alleviate the real problem temporarily, and may 

cause the owner to compound his mistakes, to, deceive 


himself and delay correction until it is too late. 


T. Johnson lists three "cornerstones" of a business: 
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1. organization or management; 

2. plant and equipment; and 

on, CapLcalls 

All three are vital for the survival of any venture. He feels 
that, in most cases, adequate attention is placed on the plant and its 
equipment requirement, and mediocre attention is given to management. 
However, because financial management is a field in which most new 
business operators have little or no training, considerations of 
capital planning for the company are usually neglected. According to 
him, 

Too much dependence, in many instances, is placed on the 

tolerance of creditors to go along on very liberal terms or 

even continuous delinquencies in payment of bills. The 

risk thus taken by ownership is many times too ereat. 4° 

Broom et al emphasize the importance of a sound financial 
structure. This includes not only a large enough total capital, and a 
satisfactory relationship between debt and equity capital, but also a 
proper balance among the various classes of assets owned. The authors 
stress that profit-making and a strong working capital position 
contribute to a sound financial structure. +’ 

Relatdver proportions Of “current (to fixed assets: is sralso 
important. Some companies have been started only to find that all the 
equity funds were spent for necessary fixed assets, thus leaving an 
inadequate amount for working capital. The proper amount of 
investment, according to Broom et al, depends upon the line of 


business. However, it is helpful, in making comparisons, to refer to 


standard ratios of firms similar to the one whose financial structure 
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is being analyzed. 

Another critical aspect of financial structure that Broom et al 
allude to is the relationship between borrowed funds and invested 
capital. If debt is unreasonably large when compared with equity 
funds, the company is courting danger. According to a conservative 
rule of thumb, two-thirds of total capital should be owner supplied. 

Mayer et. al, in their study of eighty-one firms, discovered 
that inadequate capital was one of the contributing factors causing 
failure among forty firms. The study illustrates that most owners of 
failing firms made two or three of the following errors relating to 
inadequate capital: 

1. undercapitalization - some owners initiated their business 
without sufficient money to provide an initial stock in 
trade. The amount of capital required, according to the 
authors, varies greatly with the type of business. Their 
data suggests that there is a rock bottom minimum, below 
which any firm can hardly be expected to survive, 
Comparisons of initial capital investments of closed and 
surviving firms revealed that six out of eight firms with 
less than five hundred dollars initial investment failed. 
The two firms that survived were marginal, part-time 
operations; 

2. insufficient working reserve - some owners had sufficient 
initial investment, but spent all of the liquid money at the 
opening and left themselves no reserves to carry them over 
the time required to build up sales sufficiently to carry on 
the business; 

3. over-reliance on borrowed capital - other firms relied too 
heavily on borrowed capital pad found that their firm could 
not bear the burden of debt. 

The authors emphasize that often it is incorrectly assumed that 

SB faces the biggest problem of not being able to obtain bank credit. 


Their study proves that only a small percentage of owners who applied 


for loans from banks were refused. The major difficulty that the firms 
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faced was not°in obtaining loans, but in the fact that they were 
granted short-term loans, The owners who relied on this form of debt 
capital found they had to make payments of interest and capital at a 
time when their business could least afford the burden. 

According to Mayer et al, this problem could be observed from 
two points of view. One point of view is that small firms with very 
little investment have no reason for existence, and must therefore be 
discouraged. The other aspect is that since persons opening such firms 
will try anyhow, and many will at least make a living if they have some 
capital at their disposal, they should be helped through long-term 
loans. 4? 

Importance of goal clarity for the survival of firms is stressed 
by many authors. For example, Mayer et al, in their motivational 
analysis of business ownership (that is, why the owners had entered the 
business world), discovered that often the owners did not consciously 
know why they went into business. They had no goals in mind, having 
little if any appreciation of the business world in general.” 

According to J. Stapleton, it is imperative to establish certain 
goals in order to establish the direction in which business must be 
conducted. He stresses the importance of profit-making as a primary 
objective of any business venture. 

Although many companies are well known for pursuing other 

objectives, either of a political or social nature, such 

objectives will be pursued only while they continue to 
cause an increase in profitability. They are, therefore, 
secondary objectives and no more than a means to an end, 


although the means may well be considered laudable in their 
own right. 
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The literature reviewed up to this point dealt specifically with 
SB. Now the writer will review literature dealing with community 
ventures or ventures initiated by Community Development Corporations 
(CDG"s).. 

In July 1968, a Community Development Corporation, Bedford- 
Stuyvesant Restoration Corporation, initiated an economic development 
program in a community mostly populated by blacks in New York City. It 
was designed to encourage local residents to initiate business 
ventures. After two years, the program had provided financial and 
management assistance to thirty-two minority enterprises. Inthis 
program, J.E. Oxendine and A.N. Puryear examined the thirty-two 
enterprises assisted by the CDC in order to determine the ingredients 
necessary for a successful small business operation. They selected 
twelve cases for an intensive study, which suggested many factors 
influence the ultimate success or failure of a new business. The 
authors isolated five key factors as the primary determinants of 
successful business development. These were: 

1. the technical competence or experience of the entrepreneur; 

2. the capitalization of the business; 

3. the amount of risk incurred by each entrepreneur; 

4, the motivation of the entrepreneur; and 


5. the ability and willipeness of the entrepreneur to accept 
management assistance. 


Their analysis showed that, while technical experience is 
useful, it did not ensure success. This point is especially relevant 


when the experience is not related directly to the management aspects 
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of business. They also conclude that adequate capital investment is a 
necessary ingredient for business success. Their study found that the 
widely accepted view - investment capital must be accompanied by a 
reasonable decree of risk — is not always true, According to the 
authors, risk does not guarantee that the entrepreneur will conduct 
himself toward the business goal of increased profits. Finally, 
Oxendine et al emphasize that two other ingredients must be present if 
the CDC is to promote successful economic development programs. First, 
the entrepreneur must have a high degree of profit motivation. That 
is, he must see profits and not "going into business" as his primary 
goal. Second, good management is important. However, they state that 
since most businessmen assisted by CDC's do not have management 
backgrounds and training, they must be exposed to a good program of 
management assistance. Their study revealed that the profit motivated 
entrepreneur availed himself of such management assistance. 

C.E. Block points out that most CDC business practices have not 
resembled the market-oriented practices of the modern business firm, 
which emphasizes such activities as marketing research, promotion and 
dealer-customer relations as central, rather than peripheral, aspects 
of their management. He stresses that, to be competitive in at least 
some of the markets that appear promising for CDC cultivation, a 
fundamental change is required. The CDC must broaden its perspectives 
so that substantial management attention is devoted to such activities 
as marketing research and promotion.” 

The CDC's have, through necessity, probably placed more 


importance on financing their infant operations. However, C. Block 
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states that CDC's must become market-oriented if they want to recognize 
any great impact on the economic conditions in the low income area. 
Without an aggressive marketing program, the community-based enterprise 
is likely to lose out to established business, because these companies 
aresfamiliar to local residents and are likely ‘to continue to be 
forceful in attempting to maintain their market position. 

J.C. Weistart states that the major problems facing community- 
based economic ventures are: 

...the formulation, adoption and achievement of goals and 

objectives...The goals of most CDC's are highly complex 

and, in most cases, they make the attainment of this 

fundamental ob jective of eee economic viability 

difficult, if not impossible. 

There must be compatability between CDC's political, social and 
cultural goals, and its economic goals. 

G.J. Macleod states that, since the CDC is motivated by concern 
bor the total good (of the community, it will not damit its efforts to 
the economic development. The economic objective is instrumental in 
achieving other goals. 

J.C. Weistart found that the most serious flaw in the concept of 
CDC is the danger of confused objectives. According to him, the 
primary objective should be to establish self-sufficiency and viable 
enterprises which are able to attract necessary financial, technical 
and managerial resources. He further emphasized that shareholders and 
managers must realize that, if resources are to be attracted and 
utilized effectively, the objectives of local control and democratic 
Guo 


rule by the area residents must be subordinate 


G.J. Macleod and S. Perry emphasized the importance of profit- 
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making for a community venture.-/ According to Macleod, a good CDC 
must attempt to make profits, but in a special way. He warns against 
providing all services at cost, without attempting to generate revenue 
- this will lead to no capital accumulation and the business would 
always be weak. He believes in the principle of profit organization as 
opposed to profit maximization. 


Community projects must Reece the do-gooder idea that it 
is wrong to make profits. 


Thus, a CDC involved in a business venture must be very clear 
and precise about its goals. One of the goals should be to generate 
profits - dollar return on investment and more. 

According to J.C. Weistart, government involvement and 
commitment is crucial to the survival of community ventures. Since 
community ventures are defined as a third sector in economic 
development, they need not only encouragement, but also assistance from 
government in order to survive. This assistance could be in the form 
of grants, personnel help, and guidance in the field of venture on 
which the community is embarking.” 

S. Perry, ina conference on Community Economic Development, 
criticized CDC's for being short-sighted in their goals and relying 
heavily on government grants. He advised them to broaden their 
horizons and explore all the ingenious ways that the private sector 
uses to raise capital. Community development groups should begin long- 
term projects which generate income, thereby eliminating dependence on 
60 


government grants and associated interference from civil servants. 


The importance of government commitment to community ventures 
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cannot be sufficiently emphasized. Many projects initiated by 
communities failed due to withdrawal of grants at critical periods of 
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business development. 


Discussion of the Six Factors 

Businesses fail for many reasons, but there are certain basic 
causes of failure that appear and reappear. The author, after 
reviewing literature on SB and community ventures, believes that there 
aLescentain ingredients tenucial ito the survival, and success of any 
organization. 

These six ingredients or factors are: 

1. management; 

2. marketing; 

3. accounting; 

fj eecaputal: 

Seco laclaratyseand 

6. government involvement/commitment. 
However, the author hastens to point out that, as Mayer et al warn us, 

Survival of any given firm cannot be usually attributed to 

a single factor, but instead is the result of a combination 

of factors. Not all of the factors are present in every 

case, but examination of our case materials suggests that, 

the more factors present, the greater the chance for 

survival and the better the likelihood of definite 

success. 

The writer's intention is to capsulize a minimum level of 
Operation —- to isolate minimum ingredients essential for the survival 


of community ventures, and not present a text book of what an ideal 


system would be. A definition of the six factors will be presented, 
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their importance for the viability of the organization will be 
discussed, and the criteria by which their effectiveness can be judged 
will be presented. 

1, Management 

Definitions of management are as numerous as writers of 
managerial treatises. R. Bruce defines management as the function of a 
person with certain responsibilities as an "Entrepreneur: chief 
executive. Person responsible for corporate strategy who, through the 
corporation, exerts an influence on economic development", Davis). ain 
The Fundamentals of Top Management, defines management as a set of 
functions: 

Management is the function of executive leadership. Its 

organic subfunctions are the creative planning, organizing, 

and controlling of the organizational activities for which 

the executive is responsible. They have to do with the 

accomplishment of the group and project objectives of the 

organization. 

Thus, the role of management, for the purposes of this study, is 
defined as the functions of people in planning, controlling and 
evaluating the growth and development of the organization, geared at 
achieving group and project objectives and goals. 

Criteria by Which Effectiveness of Management Can be Judged 

After reviewing the literature, it is evident that the emphasis 
of authors is different. As with any field of human endeavour, there 
are a variety of ways to succeed and to fail, but it is obvious that 
there are certain areas that are important and must be kept in mind by 


those involved in community ventures. 


The most important criterion for effective management processes 
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is the management personnel themselves. The writer believes that 
management must be responsive and flexible to the customers' needs. It 
is important for management to possess certain characteristics that 
Hobe Pickle mhas mentioned in (his) «study. The most outstanding 
characteristic is the communication ability, which includes written 
communication, verbal comprehension and oral communication. The other 
characteristics are human relations ability, technical know-how, drive 
and thinking ability. 

It cannot be emphasized enough that these qualities or 
characteristics are crucial determinants for the survival and success 
of a venture. They are responsible for the differences between 
marginal survivors and successful business people. 

Apart from these characteristics, there are certain processes 
that can enhance management. These include planning, budgeting, 
controlling and replanning. They form the basis of a Business Plan. 
Hollingworth et al define a Business Plan as an important management 
tool, a focal point for organizing the whole management effort .0° 

Planners in the world of business view planning as one of the 
fundamental tasks of management, along with leading, organizing and 
controlling. The generic word "Plan" has this collective dictionary 
definition: 


=anyonderly arrangement ‘of parts, an soverall) désicnsion 
objective; 


- a method for achieving an end; 
- a detailed form of a program of action; 


= planning is the design of a desired future and of effective 
Way seo brine at aboutsyor 
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- planning is, to a large extent, the job of making things 


happen that would not otherwise occur. 


A Business Plan has two basic but important components: 


Le 


ae 


a general outline of the firm, providing a history of the 
business, including its marketing aspects; and 


a detailed financial information section. 


In formulating a Business Plan, the following steps could be 


Utilized: 


i. 


assessing the interest in starting a business and readiness 
for ownership; 


listing a detailed evaluation of goals, objectives and 
capabilities of the firm's ownership and management. J. 
Worthy states that these goals must be stated in 
quantitative terms and in practical details so that they can 
be used as a measure of progress and not in ringing cliches 
often heardeas “the aim of) this corporation 1s teovearn 
maximum possible profit", or ‘ob jective Ofsthiseii nm for 
1964 is to increase its sales volume"; 


clear, concise operational plans must be developed which are 
focused at achieving the stated goals and objectives. 
Planning at this stage involves economic and market 
forecasting and proceeds with the development of specific 
plans for individual departments to a complete corporate 
plan for a stated period. Such planning starts with 
defining and evaluating a business idea - identifying the 
potential market for its product or service, determining its 
size, estimating the amount of money needed to start the 
business, and deciding where and how to obtain it; 


the next step is conversion of plans to budgets and 
Marketine:, Plana) lnvaddi tion Gogthese project rons, 2t is 
important to have cash flow forecasts. According to Worthy, 
the cycle of budgeting and planning will have to be 
repeated many times before a workable and acceptable result 
is achieved.°? The Marketing Plan, according to McCaslin 
and McNamara, must identify the business' role in the 
distribution network and its location needs, establishing 
its pricing policy, considering what customer services its 
business might offer, and planning gts adMenzis ino, 
publicity and promotional activities.°© These plans form 
the basis of a central system; 


the succeeding step requires management to be able to read 
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and understand financial statements. By reading financial 
statements and comparing them with plans that were set up at 
the beginning of a planning period, management can analyse 
deviations from the plan and determine causes for them, so 
that future plans (and future budgets) may be appropriately 
adjusted; 


researching the business’ legal and tax obligations, 
evaluating its insurance needs, and choosing its record- 
keeping system; 


developing a purchasing and inventory plan, and a record- 
keeping system; 


deciding on the firm's organization and personnel needs, and 
considering the role that human relations plays in creating 
the business' image; 


management should have a long-range plan. The forecast 
should ideally be for three years. If possible, there 
should be contingency plans with a set of alternatives; 


develop an effective control system. Management must have 
some kind of mechanism to keep a close check on the 
performance of its personnel and their functions; and 


management must decide on the kinds of communication that it 
intends to use with its staff - downward, upward or lateral. 


By developing a Business Plan, and looking ahead to the 


venture's future planning and controlling needs, management will be 


better able to defend itself against failure. 


os; 


Marketing 


Marketing is defined as: 


Determination of the needs and desires of the market so 
that goods and Stee can be provided that satisfy these 
needs and desires. 


P. Drucker, in The Practice of Management, recognized the 


pervasive importance of marketing in business. According to him, 


Marketing is not only much broader than selling, it is a 
whole business seen from the point of view of its final 
result, that is from the customer's point of view. Concern 
and responsibility for mer keting must therefore permeate 
all areas of the enterprise. 
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L. Byers and H.E. Teckert define marketing as: 

A total system of interacting business activities that 

directs the flow of goods and services from the producer to 

the consumer or user to satisfy the needs and wants of ve 

user and to achieve the objectives of the organization.’ 

The above definitions all stress the customer orientation of 
marketing. According to Byers and Teckert, the very design of products 
should be part of marketing consideration, along with concern for post- 
sale customer satisfaction. Only when customers think that their needs 
will be satisfied will transactions occur, and it is only when 
transactions occur that the company will make profits. 

The system of business activities is called marketing. Behind 
the system is a philosophy that is identified as the "marketing 
concept". Byers and Teckert define marketing concept as: 

eae Way cor esthinking: It states that the profitable 

satisfaction of consumer wants and needs determines the 

nature of the business D4 Me firm and the way that 
business will be conducted. / 

Marketing concept is no longer confined to marketing management 
only./4 According to John Stapleton, marketing is too important to 
company prosperity to be left to marketing management alone. It must 
be the basic philosophy of every member of the firm, where customers 
are the independent variable; the trading assets of a company, and 
products, production, equipment, management and labour are the 
d . 12 
ependent variables. 

Byers and Teckert emphasize that the marketing concept must 
permeate all departments of a company. The marketing concept does not 


ignore the objectives of a firm - concern for profit is included in its 


philosophy. Focus is on satisfying the needs of a customer in order to 
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make a profit. 
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R.T. Hise et al state that a marketing philosophy must 


emphasize: (1) customer needs and desires; (2) goal achievement; (3) 


societal requirements; and (4) a systems approach. 


i 


4, 


In order to ensure that companies are committed to satisfying 
customer needs and desares, R:T. Hise et al state that the 
following three steps must be followed: 


(i) the company must determine customer needs and desires before 
developing goods and services for these customers; 


(ii) these needs and desires must be incorporated into the 
products and services developed for these customers; and 


(iii) the company must make certain that these goods and services 
are indeed satisfying customer needs and desires. 


Goal achievement is an integral part of a marketing concept. For 
example, a marketing program for a daycare may be geared towards 
increasing its enrollment. The major goal, however, of most 
businesses is profit. According to Hise et al, without adequate 
profits, the firm's very existence will be in jeopardy. 

Customer needs and desires are focal points of a company's 
operation, but the broader needs of society must also be 
recognised. Some major concerns listed by Hise et al are quality 
of air and water, providing safe and properly functioning products, 
as well as quality of life itself. 

A systems approach has two important dimensions: 

(i) marketing decisions are made within a systems context. That 
is, no decision of a marketing nature can be made without 
first noting its effect on other marketing decisions and, in 
turn, their effect on it. For example, a decision to alter a 


product's price must also consider an alteration in the 
product's advertising. 
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(ii) the entire firm, according to Hise et al, must Operate as 
smoothly as possible with one major objective - to provide 
customers with products and services that satisfy their wants 
and needs. 


As emphasized in the section on the importance of management, 
planning is the key to business survival and success. le ers 4 
blueprint — a design for a desired future and of effective ways of 
making it materialize. 

The five criteria for judging the effectiveness of marketing are 
supported by numerous authors. It is not essential that all community 
ventures possess all the criteria as in the form presented. However, 
review of literature on marketing has made it clear that community 
ventures should have some form of a plan - preferably a written one, be 
it a separate Marketing Plan or included in its broader Business Plan 
or Strategic Plan - that spells out clearly the goals and objectives of 
the firm and strategies for achieving them. Thought must also be given 
to marketing research. 

Review of literature on marketing reveals that Marketing Plans 
come in all styles and flavours, so that no ideal "cookbook", let alone 
a single recipe for preparing marketing plans, can cover all individual 
company circumstances. According to D.S. Hopkins, a Marketing Plan 
typically sets out to answer the following three questions: Where are 
we now? Where do we want to go? How do we get there?°9 

The following are the five criteria: 

1. In response to the first question related to customer needs and 


desires, it is necessary to prepare a situation analysis. This is 
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a review of the current market status and outlook for the product 
or service covered by the Marketing Plan. According to D. Hopkins, 
this review usually focuses on the company's product offering - for 
example, the trend in sales and profitability, promotional support, 
competitive position, market strengths and weaknesses, and problems 
and opportunities ahead. One company interviewed in the survey by 
The Conference Board states that, at this preliminary stage of 
planning, they believe in the test of relevance. That is, if facts 
and figures are truly relevant to determine the objectives and 
strategies for the product or service, they are recorded in the 
Situation analysis and otherwise not. D. Hopkins states that 
this method helps to separate facts classed as "need to know" from 
facts thateare “nice tomknow =) These facts uncovereavtrend,. a 
hidden problem, or an overlooked opportunity for the product. The 
view must be dynamic and forward looking. Certain managements of 
companies in the same survey stressed the importance of making the 
analysis section of a Marketing Plan diagnostic rather than 
descriptive. For example, one company, in its guideline for 
preparing an operational plan, stated: 

A collection of data or a recording of past performance is 

useless unless it is used to shape the future, to identify 

the major problems restricting the operations or growth of 

the department, or to outline opportunities that exist to 

improve efficiencies or market positions. Therefore, all 

data in this section should end in a conclusion, that is a 

problem or an opportunity. 
Planning starts with an analysis of the Company S situation. Dt 


includes an analysis of: 


(i) - the business - what is special about it? 
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background 


- competitors - who are they? 


customer — in depth understanding of the customer, his 


—- produce or service - what is special about them? 


trends - if trend is down, be dominant. 


(ii) After the above review, the next stage involves a "WOTSUP" 


Analysis. This is a review of: 


Strengths 
Weaknesses 

of 
Threats 


Opportunities 


Management 
Market 
Produce 


Competition 


(iia )eihe next. step is)to develop ‘a ‘customer (profile. it “as 
important, according to Professor Gardner, not to assume 
anything, but collect information on, for example: 


- what kinds of people buy from the firm? Where do they 
live? How did they find the service? 


- why do they buy the product or service? 


- what are their problems? 


- what is important to them? 


For example, is it economical 


pricing, status, technology or convenience of location? 


- what about similar people who do not buy? 


what about potential customers - what are they like? 


It is important to note here that each product has a life cycle. 


Piescoess from births and@srowth wo maturity andedéc line yuiiie 


different stages ofa product's life will directly influence the 


effectiveness of a marketing program. 


The situation analysis must 


determine the outlook for the product or service at that stage of 


pes liber cycle. 


The next stage in preparing a Marketing Plan answers the second 
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question - Where do we want to go? This stage involves formulating 
goals and objectives for the marketing period planned. These goals 
must be stated clearly and precisely for they are the pivot around 
which the entire plan revolves. <A number of managements require 
their planners to define the fundamental "mission" or "charter" of 
the product “area or business unit coverediby the Plan.) ‘The 
statement of mission answers the useful cliche question, "What 
business are we in?" Terminology with regard to goals and 
objectives differs in SB textbooks. Some authors, such as 
Stapleton, Hise et al and Hopkins, use goals to mean long-term aims 
that are a part of the strategic or business plan. Objectives are 
defined as short-term, attainable, realistic, comparable, 
measureable and quantifiable. In the survey by The Conference 
Board, certain companies reversed the order by setting 
"quantitative" goals for the following period as one step along the 
road to achieving "strategic objectives" contained in longer-term 
business plans. 84 

A further distinction is made between a forecast and an 
objective. A forecast is defined by D. Hopkins as a quantitative 
or qualitative estimate of what one expects may occur in the 
future. An objective, Hopkins clarifies, is a quantitative target 
or measure of opportunities one wants to occur in the future. 
"While it cannot be predicted witha high degree of accuracy, an 
(objective) is feasible, acceptable, and can be achieved through 
our own effort." 


For the purpose of the study, the author will use the 
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following definitions of goals and objectives: 

Goals: They are long-term, and defined in a statement of 
mission or contained within a long-range strategic 
plan. It is unlikely that they will be achieved within 
the time span covered by a single Marketing Plan. 
Goals must be realistic and attainable. 

Objectives: Being short-term in comparison to goals, they must be 
an active and not passive statement about the future. 
They must be realistically attainable. To the extent 
possible, objectives must be stated in quantifiable 
terms of units, dollars and market share. They 
eventual result must be clear and measurable. They 
must be comparable for planning purposes. 

By devising strategies and tactics for achieving the goals and 

objectives, management will be able to answer the third question - 

How do we get there? 

Strategy is commonly used in two different ways within the 
context of a Marketing Plan. One refers to the principle strategic 
thrust that is to be followed. In the second usage, planners of 
the Marketing Plan speak in terms of strategies - in the plural - 
as a means of accomplishing the agreed upon objectives through 
tactical operations. 

J. Stapleton defines strategy as: 

...the art of preparing company's resources to ensure 

maximum sales penetration upon which company 

profitability is so dependent. It means understanding 

the buying habits, attitudes and characteristics of 

potential customers. It is ae eee on the strengths 

and weaknesses of competitors. 

Tactics are defined by Stapleton as the methods employed in 
the day-to-day dealings with customers and prospective customers. 


Tactics are also called action programs in The Conference Board 


survey by DD; Hopkins. “They are the actual steps by which 
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strategies will be implemented to achieve the established 
objectives. One company surveyed pointed out in its planning 
guidelines that: 

Le eto ec hineithiis sparemert themplan. that eties lio wetor. 

the 'by whom', the 'by when', the 'with what help' and 

other pet nen ments, including costs, become 

detailed as specifics. 

J. Stapleton states that often confusion between tactics and 
strategy arises because of interdependence of certain activities, °° 
Monitoring procedure: This is an important element in a Marketing 
Plan. A review of the company's progress of marketing and sales 
activity throughout the year provides management with the 
Opportunity to spot ‘weak jsignals', as Hopkins puts at, and to 
redirect any parts of a planned action program that are off-target. 
By monitoring the plan; it is spossibie to modify sthe ori sinal 
objectives, strategies and tactics in the light of changing 
conditions. °/ 
Contingency planning: The contingency section of a Marketing Plan 
is quite often sketched in outline only. According to Hopkins, 
"Details of an amended program remain to be worked out, as and when 
the need arises."°8 

Contingency planning is useful if specific events occur that 
require some kind of a blueprint for possible action - the absence 
of which might expose the company to substantial risk. Such an 
event could be a drastic change in the economic outlook, socio- 


political change, shift in demand for the type of production or 


service sold by the business. 
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D. Hopkins emphasizes that, while monitoring of performance 
calls for a rigid comparison between plan and accomplishment, a 
review of the whole plan and of the continued relevance of its 
program elements can be flexibly conducted. 89 

An AMpOTreant point, to mote, according to Hopkins, is) that 
preparing a Marketing Plan is much more of a recirculating process 
than movement through linear progression. The best Marketing Plans 
are those with plentiful feedback loops in the whole marketing 


90 


operation. 


Accounting 


Gross et al define an accounting system as: 


wea tOtaly process im which all business activities that 
generate revenues (bring in money) and incur costs (cost 
money) are recorded. These are summarized at given points 
in time to let management know where the business stands, 
That information is also needed to determine ciate taxes and 
other charges are due at fixed points in time.” 


Gross et al state that, basically, there are two functions of an 


accountant. Firstly, the accountant must report the facts as they are, 


and, secondly, he/she must inform management of their meaning in terms 


of the organization's operation, potential, business balance, successes 


and profitability. “Accounting function calls for both accurate 


reporting and specific analysis. 
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In the Basic Postulates of Accounting, M. Moonitz states that 


the functions of accounting are five fold: 


1. to measure resources of entities; 
2. reflect claims against them; 


3. measure changes in both; 
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4. all with reference to periods and points of time; and 

5. all expressed in terms of money. 22 

He further states that accounting has other functions besides 
preparation of financial statements. Among these are its contribution 
to the modern ideas of shared management. 

C. Lund defines accounting as: 

The recording and reporting of transactions, especially a) 

the devising of internal controls and recording methods 

(system design), b) the keeping of transaction records 

(bookkeeping), c) the continuous testing of the operating 

effectiveness of controls and of the accuracy and propriety 

of records (internal auditing), d) the periodic reviewing 

by outsiders of transaction summaries (external auditing), 

e) the making known to others of the information revealed 

in and WMD eb Ce DL Ons derived from such summaries 

(reporting). 

According to H.N. Broom et al, accounting records, at a minimum, 


must provide information on the following: 


1. assets - real estate, equipment, inventory, receivables and 
cash; 


2. liabilities - to banks, suppliers, employees and others 
(including income tax dues); 


3. owner's equity in the firm; ;and 


4. sales, expenses and profit for the accounting period. 2? 


As pointed out by M. Moonitz and C. Lund, bookkeeping is only 
Ome aspect Of accounting, —buteit 1S of crucial importance to the 
survival of a venture. In most businesses, cash flows in daily, 
basically through sales, and this cash is then either used to pay 


expenses or is deposited in a bank, and cheques are issued, 
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Bookkeeping should keep track of these transactions and provide an 


accurate record of accounts payable, accounts receivable, bank balance, 


sales and petty cash, 2© 


A budget, as part of an accounting system, is defined by C. Lund 


ass 


a financial plan serving as an estimate of and a control 
over future operations; 


hence any estimate of future costs; and 


any systematic pdgn for utilization of manpower, material or 
other resources. 


Criteria for Judging the Effectiveness of an Accounting System 


The criteria listed under this section consist of the minimum 


ingredients crucial for survival of a community venture. Some of the 


important criteria for an effective accounting system are: 


ths 


management must use a budget system for watching income and 
expenses; 


there must be books of account - formal journals and 
ledgers, vouchers, invoices, correspondence, contracts and 


other sources or support for such records; 


accounting records must be kept up to date and balanced 
monthly; 


the double-entry method of bookkeeping is more advantageous 
than single-entry method; 


several different journals must be maintained by the 
bookkeeper. Most common ones are: 


- Cash Receipts Journal 


Cash Disbursements Journal 


- Sales Journal 


Purchases Journal 


Each of these journals is broken into different accounts. 
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Some of the common ones are: 
—- Accounts Receivable 
- Accounts Payable 


- Sales 


Inventory 


6. The method of recording transactions could be "cash-basis of 
accounting" or "accrual-basis". Cash basis of accounting is 
when financial statements are reported as cash is actually 
paid or received. In accrual-basis accounting, transactions 
are reported as income is earned or expenses are incurred, 
whether or not cash was actually transferred. Studies show 
that accrual basis of accounting is more advantageous to SB. 
However, Gross et al state that each method has its 
advantages for different businesses. 


7. Financial statements must be prepared as an accounting of 
actual performancemade on a monthly basis. Management must 
be able to review these monthly statements. According to T. 
Johnson, the knowledge of how to read a balance sheet and 
profit and loss SUNS Wt as one would read a road map would 
prove very helpful.? Tbassantormarion will poinke out 
unfavourable trends and help to prevent unsound business 
judgement and, very often, financial insolvency. 


8. The actual financial statements must be compared 
periodically with projected fiancial statements. 


9. Financial analysis must be used by management and records of 
these analyses must be kept. Break-even analysis, if 


applicable to business, must be included in the financial 
analysis. 


4, Capital 
Capital is defined by McCaslin et al as: 


Money or other tangible assets, invested in the SE ms 
by the owner(s), for use in conducting the business. 


There are two types of capital invested in any business - 
permanent or temporary. Permanent capital represents the ownership or 
invested money which does not have to be paid back, otherwise referred 


to as equity or venture capital, Equity capital is not borrowed and is 
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used to start and operate the business. 

Temporary capital represents the borrowed money which must be 
repaid. It is also called debt financing, and credit financing. This 
includes, to mention only a few, bank loans or other personal loans, 
accounts payable to the trade, and income and other taxes owed. 

Fixed capital is the money invested in fixed assets - land, 
buildings, fixtures and equipment. Working capital is the money 


available to operate a business. 


Criteria for Judging the Effectiveness of Capital 


The criteria by which effectiveness of capital can be judged for 
a community venture are listed as follows: 


(i) there must bere: written feaprtal 1 equirement list, 
According to McCaslin and McNamara, a capital requirement 
isva, list yor STONE of expenses that must be met to 
establish a business;! ! 


(ii) capital needs should be established by estimating sales 
volume for the first year, the initial start-up costs and 
monthly operating expenses; 


(iii) capital requirements for the following year or years 
should be estimated; and 


(iv) another important criterion for judging the effectiveness 
Of capital ws the) planning civen tothe financial 
structure. A sound financial structure, as defined by 
Broom et al, requires a strong working capital Posy Eton 
and profit-making as a goal of the company. As 
explained earlier, a strong working capital position is 
defined as being both adequate in amount and liquid 
in nature. A business can determine its working capital 
position by examining the following questions: 


Are wages paid on time? 
~ Are cash discounts availed of? 
— Are taxes paid on time? 


- Is money available for new fixed assets? 
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- Is some money set aside for advertising and sales 
promotion, campaigns? 


- Is cash easily available to meet various contingencies 
that might arise from time to time? 


- What is the ratio of current assets to current 
itabiddtres? 


- Can the company quickly convert its assets into cash? 
- Is profit regarded as one of the goals of the company? 


(v) Every business, at some stage, requires infusion of extra 
equity capitals According, to. Jonnson, sits prudent to 
apply for and obtain equity capital before there is a 
need, when the company b8 doing well and therefore can 
attract more capital. This equity capital would 
cushion the company against hard times. Questions to ask 
under this criterion are: 


- Has the firm ever required more equity capital? 


- Was the request for a loan made when the company was 
doing well? 


- If the request for a loan was accepted, was it granted 
on a short-term or a long-term basis? 


(vi) T. Johnson stated that one of the biggest problems that SB 
people have is their fear of bankers and creditors. It is 
to their advantage to cultivate relations with their 
banker and creditors, and to establish good ratings with 
them. When companies encounter difficult times, some 
aggressive banks will come to poe company's rescue by 
giving out loans on soft terms, 10 
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Clarity of goals istan important Gactor in the suc¢ess of any 
organization. According to Weistart, 


The people who come together to create or participate in 
Virtually any kind of organization generally share ina 
complex set of goals. Even the traditional business 
corporation is clearly more than an economic institution. 
However, its fundamental objective - to make a profit - is 
well-defined and provides the basis Ware makes the 
achievement of all its other goals possible. 
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The three goals of Community Development Corporations, as 


defined by the Harvard Law Review, are: 


First, as a political institution, it provides a mechanism 
through which the poor can achieve meaningful participation 
in the control of significant aspects of their community 
life. Second, the CDC as a service organization provides 
needed services to the community while avoiding the handout 
syndrome surrounding public welfare. Third, as an economic 
institution, the CDC promotes economic development Or the 
community through investment in community business, 19 


Criteria to Judge the Effectiveness 
of Goal Clarity for Community Ventures 


Answers to sche @iollowans «questions. will clarity the 


effectiveness of goals in an organization: 


- Are there clearly stated goals of organization in its charter 
or plan? 


- Has past performance of organization conformed to its stated 
goals? 


- Are goals of the CDC perceived to be the same by management as 
by staff? 


- Is profit regarded as one of the goals of the venture? 
6. Government Invelvement/Commitment 

For a community venture to succeed, the political, social and 
economic milieux must be conducive to the success of business, 
According to J. Weistart, 


...ecoOnomic development is a long and difficult process, 
whether it be Nineteenth Century America or the five year 
plansiin the Soviet Union or China, andat is unrealistic 
to assume that the process can be speeded up without the 
infusion of outside capital and technical assistance...The 
process of social engineering requires the involvement of 
local groups such as community Tao hate) gh SIE OHSAS NONaTSY 
government and business systems in general. 
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Criteria for Judging Effectiveness of 


Government Involvement/Commitment 
The following questions are useful in determining the criteria 
for judging the effectiveness of government involvement in community 
ventures: 
- Is assistance available from different departments of 
government (at regional, provincial and federal levels) in the 
form of financing, personnel help, and guidance in the field 


of venture on which the community is embarking? 


- What is the basic philosophy of the department? To what goals 
are they committed? 


- Is the organization aware of these sources? 


- Have these sources been investigated and made use of by the 
community? 
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CHAPTER III 
RESEARCH PROCEDURE 
Study Design: 

The design of the study is descriptive in nature. Both the 
methods of qualitative and quantitative analysis were used to analyse 
EnemULiTeemprojectsy of (CAC reine order tom buuldeas profiles on stie 
projects, the historical method of research was also used)” This 
involved the study of past and present records of the projects, such as 
their accounting records, records of minutes of meetings and 


correspondence with government departments. 


Respondents: 


Respondents in the study were categorized into six parties who 
hiedeanwinterestsin the projects, |Uhese partics-at—incerest were tie 
employers (Board of Directors of CAC and Child Care Committee Members), 
employees, community residents, government, customers and competitors. 
They were selected through various methods. The first party-at- 
interest to be interviewed was the Board of Directors who are 
responsible for the Daycare, and are in a sense the "owners", The 
Childcare Committee of CAC are also included in this group, since they 
are responsible for and supervise the operation of both childcare 
programs — Daycare and Out-of-School Care. 

The second party-at-interest was the employees of the projects, 
which included the director and staff. Here the writer ran into the 
difficulty of ‘tracing all fof them.” In all there were ten people hired 


for CHUMS during its one year of operation. Only three employees could 
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be traced and interviewed - one of these nea fonda neesmes with the 
project from its start to closure. 

The third party-at-interest was the customers of the projects. 
The customers for the child care projects were referred to by the 
directors of the projects. Eleven parents were interviewed in the 
Daycare program. The writer was unable to interview all the customers 
as the Director refused to disclose any information with regard to 
their names and telephone numbers. She finally consented to give only 
six names of parents whom she felt confident would not object to being 
interviewed. She justified her reluctance in divulging this 
information by stating that most of her customers were single parents 
who would resent any invasion of privacy. For this reason, the writer 
feels that there may have been a bias in favour of the Out-of-School 
Care program. Twenty clients of the CHUMS project were contacted by 
telephone. Their phone numbers were located through the records and 
invoices of the project. 

The fourth party-at-interest was the community residents of 
Calder. This group of five respondents was either involved with CAC 
projects, for example Calder Place (Senior Citizens' Residence), 
McConachie House, had been associated with CAC in the past, or had 
heard of the organization. These residents were selected on the basis 
of their duration of residence in the community. They had lived there 
for over fifteen years and had been or were currently involved in 
community activities. 

The fifth party-at-interest was the government. For the 


childcare projects, the government agencies contacted were Glengarry 
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Social Services Centre, Provincial Consultation Services of the Social 
Services Department (Alberta), and School Board employees. The School 
Board employees contacted were the past and present principals of St. 
Edmunds School and the principal of Calder School, where the Daycare is 
located. For the CHUMS project, only those government departments and 
School Board personnel were interviewed that were directly associated 
with this project. These were Canada Employment and Immigration 
Department (Employment Development Branch) and principals of Calder and 
St. Edmunds Schools. 

The sixth party-at-interest was the competitors, who were 
selected through the telephone directory. Ten daycares located near 
the Keyano Daycare were visited and their directors were interviewed. 
Three Out-of-School Care centres were visited. Competitors for the 
CHUMS project were selected through the telephone directory and were 
referred by the CAC and other community groups. They had all beenin 
business for over five years. Ten tradesmen, who were involved in 
providing the same kinds of services in that area, were interviewed. 
There were three carpenters, three plumbers, three handymen and one 
window repairman. In addition, project managers of two similar 
projects being operated in different parts of the city were also 
interviewed. These were the Strathcona Seniors Maintenance Service and 
Association for Residence Maintenance for Seniors (ARMS). CHUMS was 
initially designed after the Strathcona Association, which is providing 
home maintenance services in the south side of the city and has been 
operating for eleven years. ARMS is located at Kingsway Garden Mall 


and their services are available to all seniors within the City of 
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Edmonton. 

Both the unstructured and structured methods of data collection 
were used. In the unstructured method, interviews were taped and 
observations were recorded. The questions in unstructured interviews 
were as open-ended as possible, offering minimum guidance to the 
respondents. This way, more information could be elicited than through 
a structured interview. Structured interviews were useful in obtaining 
specific answers to questions dealing with accounting, marketing, 
capital and goal clarity of CAC. 

invorder to obtain intormeation on ‘thessix factors crucial to 
SB, each interview was analysed, and information pertinent to the six 
factors was colour coded. For example, comments on marketing were 
underlined in blue, information on management was underlined in red, 
and so on. This way, the opinions of the six parties-at-interest, with 
regard to the three projects, were categorised into the six factors 
established in Chapter II as important to the survival of community 
business. 

A total of sixty interviews was conducted, which included both 
face-to-face and telephone interviews. Some key respondents were 
interviewed two or three times in order to clarify certain points. 
These interviews averaged thirty to sixty minutes in duration. 
Observation time consisted of watching the respondents carry out their 
scheduled activities. For example, the writer was allowed to observe 
the two childcare projects) for indefinite pertods of time and to 
observe a CAC and CCC meeting. This involvement provided an overall 


picture of the two projects, so that the study is a consolidation of my 
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observations and interviews. 

Most of the interviews for the study were taped. Permission to 
use responses with no names attached was received from some 
respondents. Therefore, when the tape recordings were transcribed, the 


names were not included. 
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CHAPTER IV 
DESCRIPTION AND ANALYSIS OF DATA 

Introduction 

In this chapter, the three projects of Calder Action Committee 
(CAC) will be described, and then the data will be analysed in terms of 
Enewerttverta established sin’ Chapter 11," Thateas, (the si x tactone 
important to community business will be used as guidelines to 
understand why two projects of CAC survived and one failed. The 
projects’ successes and failures will also be evaluated in the light of 
the satisfaction they provide to the six parties-at-interest mentioned 


Tiecnapeer el.) pe war. 


Description of Three Community Economic Development Projects 


Daycare - The Keyano Daycare opened in April 1981. It operates out of 
Calder Elementary School. The Child Care Committee (CCC) of Calder 
Action Committee has leased Public School Board space. Keyano is 
licensed for twenty-five children. It has experienced the usual 
difficulties encountered by any SB in these hard times. The enrollment 
in Keyano has fluctuated during the period of the study -- 
October 1983 to May 1984. In October 1983 there were twenty-two 
children and by May 1984 there were sixteen children enrolled, out of 
which twelve were full-time. Two staff members are upgrading their 
qUalinicaktons by attending night classes un tERarly Childhood 
Development. The director of the program, who lacks formal 
qualifications is also attending night school. The physical layout of 


the daycare is spread over two big rooms that are bright and sunny. 
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Apart from these rooms, there is a kitchen, storage Space, washroom, 
and an office for the director. Hot lunches and snacks are provided by 
the “daycare: The daycare children use the playground and gym 
facilities of the school. 

Out-of-School Care Program - Calder Out-of-School Care Program was 
started in October 1980. It is open from 7 a.m. to 6 p.m. on weekdays. 
It caters to the six to twelve years age group. This centre is located 
in St. Edmunds School, which is adjacent to Calder School, where Keyano 
is located. Children from both of these schools are enrolled in the 
program. From its inception, this program has also experienced many 
ditfticulties.. During the scourse of the study, the director of «the 
centre had to release her full-time assistant. She now has part-time 
help. Two Grade Nine students come in early in the mornings and then 
during their lunch hours to help with the children. They are paid an 
honorarium. Apart from these students, there are two additional paid, 
experienced helpers who start work at 3 p.m. and stay with the children 
until 6 p.m. This centre has been consistently underenrolled. They 
are licensed for twenty children and at present have fourteen. 
Financially, they have been facing many problems. Due to low 
enrollment, their fees were increased from $200 to $248. The city has 
jurisdiction because the children are subsidized by the city. The out- 
of-school care programs also have to abide by the provincial Licencing 


Regulations Act. 


CHUMS - The CAC formed an Economic /Business Committee and utilizeda 


Community Development Grant to operate CHUMS. This program was geared 


to providing home maintenance services and products to seniors and low 
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income families in Calder area. These services and products included 
yard work, painting, plumbing, minor electrical work, lawn-mowing, 
window cleaning and repair, and installing safety deadbolt locks. The 
program lasted one year from January 1981 to January of the next year. 
It was located in St. Edmunds School. There was a high staff turnover. 
It may be worth noting at this point that two similar projects that are 
community ventures are being operated in the city, and have managed to 
survive and grow. CHUMS was modelled after one of these programs -— 
Strathcona Seniors Maintenance Service. 
Analysis of Data 

The remaining chapter will be divided into six sections - one on 
each tactor identi fied “as! crucial’ toy SB success, » These are; “li. 
Marketing, 2) Accounting, 3) Capital, 4) Goal Clarity, 5) Government 
Involvement/Commitment, and 6) Management. Under each section the data 
pertaining to the three projects will be discussed and opinions of the 
six parties-at-interest with regard to that section will be analysed. 
At the end of each section, a review of that section is added, for 


example, a review of marketing in the three projects. 


1. Marketing 


In this section the data on the three projects of CAC will be 
discussed and analysed in terms of the marketing criteria established 
imechapter Dit Briefly ~stated, ‘some of “the important marketing 
criteria established were that there should be some form of a plan that 
spells out clearly the goals and objectives of the organization and 


strategies for achieving them. Some thought must also be given to 
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marketing research. Planning starts with an analysis of the company's 
situation, and) this is ecalved! situation analyeisen Pt ancludescan 
analysis of the business, customers, competitors, products/service, or 
trends. The next stage involves formulating goals and objectives for 
the organization. The third stage consists of devising strategies and 
tactics for achieving the goals and objectives. The fourth and fifth 
steps in a Marketing Plan consist of devising monitoring procedures and 
contingency plans for the organization. There should be adequate 
feedback loops in the whole Plan. 

A. Daycare 

(1) The first party-at-interest to be interviewed was the Board of 
Directors and Child Care Committee members of Calder Action Committee. 
All except one of the six respondents, stated that planning and 
forethought were given to the location of the Daycare. The primary 
reason cited for selecting their present location was availability of 
space, All respondents said that it was advantageous to locate the 
Daycare ina school for three reasons. First, space was available at 
a low rent; second, they could use the gym and outdoor facilities of 
the school, and the third advantage was that children got used to the 
idea of going to school by attending the program located in school 
premises. All respondents, except for one member who was not aware of 
the pricing policy, stated that the pricing policy for Keyano Daycare 
was cost-oriented. They estimated the cost of running the program, and 
then worked out cost per child. One member said that they had checked 
with similar services in other parts of the city and then determined 
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All six respondents stated that some advertising was done prior 
to opening the Daycare. They had advertised in the community 
newsletter and put up posters in convenience stores, local grocery 
stores and shopping malls. Recently they have started an intensive 
advertising campaign for their Daycare. They had regular articles in 
the local newsletter, were planning to advertise in their local 
McDonald's Restaurant place mats, a bill-board was being placed on the 
main road connecting the community to the downtown area, letters had 
been sent out to the Social Services Centre in their area to refer 
children to Keyano and big posters were put up in shopping malls, 
grocery stores and convenience stores in their area. To promote their 
Daycare, the owners had taken advantage of the free time on radio 
Stations provided to community groups. 

The owners did not have a formal market research plan. A needs 
assessment survey was done prior to opening the Daycare and another 
evaluation was done in April of 1984. The Daycare was opened on the 
basis of needs expressed demonstrated by the survey. The CAC, along 
with many volunteers, had conducted an extensive and comprehensive 
survey of all households in Calder. It was a door-to-door interview 
with a structured questionnaire. Some of the questions asked were: 
What are the things you like about Calder? What are the things, in 
your opinion, that need improvement? Are there enough services for 
seniors? On the basis of this survey, they identified the needs of the 
community for physical improvements such as street lighting, and for 
social services such as a daycare, out-of-school care program and a 


home maintenance service for seniors. This survey was conducted a year 
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and a half before launching their community economic development 
projecce. 

They had a good response from their evaluation, which was 
distributed to the parents of children enrolled in the program in April 
1984. All the parents, with the exception of two, returned the 
questionnaires. According to the respondents, the parents were 
satisfied with the program. All of the six respondents interviewed 
felt that even though they did not have a formal Market Research Plan 
to determine the demand for the service, there was a definite need for 
a daycare program with quality childcare in their area. It was pointed 
out by one respondent that when they started the Daycare, there were 
none in Calder area, so there was a genuine need for such a program. 
Now that there are at least ten daycares in their community, they feel 
that their services are needed more, because according to one 
respondent, "A single daycare could not possibly fulfil the needs of 
the community." 

The Board members did not have a formal Marketing Plan. There 
was, according to two respondents, an unwritten and informal Plan. 
They had reviewed their current market status and outlook for their 
service. For example, in their April evaluation, they discovered that 
seven children would be graduating to Grade One and therefore would 
leave the Daycare to join the Out-of-School Care Program. This meant 
that enrollment in their program would further fall. They had 
formulated strategies and action programs to increase the enrollment. 
They intended to vigorously campaign during the summer months. They 
had asked one of the local Daycares that was closing to refer their 


children to the program. They were also in contact with the Social 
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Services Centre in their area to refer children to their Daycare. 

They did not have any monitoring procedures to determine if 
their program was achieving its goals of satisfying childcare needs in 
that area. There was no Basic Marketing Strategy that effectively 


concentrated on the five "p's" 


of marketing mix - product, price, 
promotion, place and people. One respondent stated that they had 
guidelines “in their mandate “for CAC; that "she swould not calla 
"marketing strategy", but she said, "It provides us with guidelines to 
tell us, for example, what qualifications to look for in the staff and 
what to charge the customers." Then there are guidelines laid down by 
the provincial and municipal governments by which they have to abide. 
Another respondent stated, "We started out by knowing that these were 
the things that were needed, compared prices and location - and did 
Loe 

The owners were not clear on their market segment. They stated 
that their goal was to serve the community of Calder, but they knew 
that most of the children enrolled in the program were coming from 
other communities. They had identified their market segment by 
demographic and geographic factors, but in actuality were serving a 
different geographic area. One respondent commented that they knew 
that they would not have full enrollment from the start but were 
counting on drawing children from nearby communities. According to 
another respondent, "There are not enough young families in Calder." 
The same respondent stated that when they opened Keyano, there was 


another daycare in a nearby community, but all children could not be 


accommodated there - "So, when you open one a couple of blocks away, 
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you can be sure to draw children from that area too." Two respondents 
said that all daycares were in competition with each other, but the 
other members strongly disagreed with their statements. According to 
one Board member there were feedback loops in their informal Marketing 
Plan. The staff were responsible for promoting and advertising the 
program, but it was through discussion with the Board. The Board then 
instructed the staff to implement their decisions on the Marketing 
Plan. The staff reported back to the owners about the customer 
satisfaction or any problems faced by them in their monthly meetings. 

€2) The second party-at-interest was the employees of the Daycare. 
All respondents replied in the positive that their program was 
achieving its objective of providing quality child care to the 
children. The Director of the program was responsible for marketing 
the program. Underenrollment was blamed on poor economic conditions by 
one respondent. The Director said that the bulk of their advertising 
was done through word of mouth. However, they were listed in the 
yellow pages of the telephone directory, and at times they placed 
advertisements in their local newsletter, the Examiner and the Edmonton 
Journal. They had posters in local stores and a sign in front of their 
Daycare. In addition, the Director and Board members were implementing 
the strategies discussed in the "owners" sections. The Director said 
that staff and customer relations were good. Special care and 
attention were paid to the parents. They were planning to install a 
coffee maker, so parents could help themselves to coffee while waiting 
for children to finish their activities. Staff members were always 


willing to talk to the parents about any problems or concerns they 


12 


os ae" cans a i 
subhawesh pad 


7 fa . 7 
jae fama > aera As 
' 


q - Lin Tut 
eee ony wut ghia . 
7 = 
a 7 sy i 

aon) beara? co tuetl-ana it pia eke ait aie = 
aL oe 

“at wh atin shake ges bend sn sua! qeal Gore Last 
a Lh 
raw iede huvce 4G “vg fi? hove as toys4 ; 

7 é } 7 
nm 7 iit #7 ete ye! be 24 20 iow Wr) a 
- 20 A ; ( - - 


vient atc le ead yolg he aie Pie | ess LE eT at Janes edt? , 
a . 7 [2 x 
1 i an wt (2LAedh hls ORS bes gat atten We } i 


a ui ve ‘ try pceye alia ens Direc 
hdd iets ane, Reagretg aut Vea rodyorei wit - 


‘ : eae Wel) 
a oe. ipa? Pru od ran) . me t 5 rt att: corn bd 


hel are Bd ay) wild», 4p ¥ewa Lise ie ew ipeleely 
i 


int 1] Vou we gareyrd ae susie: 
; Se : 
ergo dc lvoi ati Leaply 7h 
0 = i : 
fl oF v 

Led) le gnand ice hgtiy y We eng eae ree 

ia : A. -P ; 7 7 
ine aided, 9 ey phere | ienaee ji deieiaiaees “4 inpis 


Vine , 1% Vsapp dell ant iL Tne * lige Aer ; “sila ape 
ln” Se Seiieys ° Ching any Sears: 
riulLolys da AGerine Bia 7 ated Te »iwian ‘i om 
ni a 
: i> 4 Gel ition a ll = ess i pe 


o a 


: apo ip =A by ce nhne - 2 _ Art : oe 
7 


wo a 
7 7 ae _ 4 7 Cy : ae . 
VALS s, Me iv ‘sites : oe 


7 7 


might have. Parent/staff meetings were used by the Director to 
determine if their customers were satisfied with the Daycare. Three 
meetings were held in 1963 and one in 1984. [he Director had up-to— 
date information on all the daycares in her area. 

3) The third party-at-interest was the customers or parents of 
children in the Daycare. Most of the eleven respondents were satisfied 
with Keyano. All of the eleven respondents interviewed said that they 
would recommend the Daycare to their friends. Two respondents had 
actually referred their friends to it. The main reason cited by the 
customers for selecting this particular Daycare was convenience of 
location - it was either close to their homes or work, or their 
children attended kindergarten in the same school. Out of eleven 
parents interviewed, five heard of the Daycare through word-of-mouth 
(friends or neighbours highly recommended it), two parents were 
referred to the program by the Social Services Centre, two respondents 
saw the sign board outside the Daycare, one parent saw the advertise- 
ment in the local community newspaper and one parent discovered the 
Keyano Daycare through the telephone directory. 

In order to determine the satisfaction of customers with the 
program, the respondents were asked to define a quality daycare. 
Interesting answers were elicited. Eight respondents felt that even 
though the program at Keyano was "stimulating", "creative" and 
"Constantly improving", it still lacked the ingredients of a quality 
daycare according to their perception of an ideal daycare. Two 
respondents felt that Keyano could be called a quality daycare, since 


it approximated to a high degree to their definition of a quality 
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daycare. One parent declined to answer this question. 

Parents expressed their satisfaction with staff and Director who 

they felt were cooperative, helpful and always willing to discuss any 
problems or concerns. 
(4) The fourth party-at-interest was the residents of Calder 
community. One respondent stated that the Daycare was underenrolled 
because of poor marketing strategies employed by management. According 
to this respondent, either the management was not marketing their 
services properly or there was insufficient need for daycare in Calder. 
(5) The fifth party-at-interest contacted was the government and its 
agencies. As mentioned in Chapter I, in most community ventures the 
government is the primary funding source and as such imposes certain 
regulations. Daycares are subsidized by the provincial government and 
are under their jurisdiction. The respondents in this group were 
important to the study as, being in close proximity to the Daycare, 
they were able to provide the writer with a different perspective of 
management of both CAC and Daycare. The Glengarry Social Services 
Centre is connected with the municipal government and as such did not 
have much knowledge about the marketing policies of the Daycare. They 
were aware of their enrollment problems, but other than this they were 
not intimately involved with the centre. 

One respondent stated that underenrollment could partly be 
attributed to an insufficient need for a daycare in Calder. He 
qualified his statement by noting that Calder was an old community 


where the children had grown up - "There aren't too many young families 
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to target the program to." Another government employee expressed 
similar reasons for the Daycare's problems. All respondents blamed 
management for Keyano's problems. One government employee stated that 
on the basis of a private survey conducted by her, she knew that most 
daycares were full. Those daycares facing problems of underenrollment 
were those where four or five other daycares were within a block or two 
of each other. This respondent further added that in September and 
October enrollment in most daycares was at its maximum. The worst 
months were June and July. If Keyano was underenrolled in its peak 
months, then according to this respondent, management must be blamed 
for this. Two respondents felt that the high transiency rate of the 
area and poor economic conditions were the main causes of the problems 
at the Daycare. 

(6) The sixth party-at-interest interviewed was the competitors, or 
other daycares operating within close proximity to Keyano. Out of ten 
daycares visited, seven had a planned marketing strategy. Two 
directors had written contingency plans to counter any future problems 
of underenrollment. One daycare, in spite of the fact that there were 
three more daycares within a block of its location, was able to run its 
program at full capacity and had children on a waiting list. This was 
attributed, by the director, to her persistent advertising campaign and 
satisfied customers. Another daycare had relocated its program into a 
bigger facility where they could accommodate more children, Within two 
months, this daycare had achieved full enrollment. Two directors 
stated that yes, they were competing for services in their area, 


because many private daycares had "mushroomed" in the last two years 
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and were providing less costly but "sub-standard" care for children. 
Fight daycare directors were aware of Keyano Daycare but did not want 
to comment on its marketing program on grounds that they were not too 
familiar with the Daycare. 

B. Calder Out-of-School Care Program 

ee) The Board of Directors and Child Care Committee members was the 
first party-at-interest to be interviewed. Since the "owners" of this 
program were the same group of people who owned the Daycare, they had a 
comparable marketing program for their out-of-school care program. To 
avoid redundance, only those responses will be discussed here that were 
markedly dissimilar to the Daycare section on marketing. The main 
reason cited by all the respondents for selecting this particular 
location was availability of school space and reasonable rent. In 
addition, all respondents felt that it was an ideal location for an 
out-of-school program - children did not have to walk a block or two to 
go to such a program. It was safe and convenient for children from 
both the schools, which were across the road from each other. In 
addition, they were able to use gym and outdoor facilities of Calder 
School across the road. Pricing policy was cost-oriented. Their fee 
was substantially increased during the course of this study. This step 
was taken to keep the program alive. There were not enough children 
enrol redein the program, tomkeep at vVaaple. According to one 
respondent, the increase in fees was not within customers' price range. 
"Had the program not been heavily subsidized, parents would have had to 
make alternate arrangements." One child was withdrawn because of the 


increase in fees. Subsidy was available to parents but only if they 
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were within a certain income bracket. 

Marketing segment had been identified by geographic and 
demographic factors. The program was geared towards children aged six 
to twelve, and was initially started to serve the Calder community. 


i 


However, as the following break-down~ will show, there were more 


children from other communities than from within Calder: 

Two children came from Londonderry. 

Six children were from Calder. 

Five children came from Castledowns. 

One child came from NAIT area. 

All of these children attended Calder School or St. Edmunds School. 
There was no planning or thought given to positioning (that is, how can 
the business be better than competitors). One respondent commented, 
"Our priority right now is to survive, not to compete or be better than 
our competitors." 

The owners had conducted a needs survey before embarking on the 
project, and on the basis of the "felt need" demonstrated at that time 
decided to open such a facility. They conducted an evaluation this 
year in April to determine if parents were satisfied with their 
services and would continue to send their children to the Out-of-School 
Care Program in summer and fall. They received a very poor response - 
only one questionnaire was returned. One respondent felt that the main 
reason for the poor response was that parents did not want to commit 
themselves to sending their children in August and September, since 
they did not know if the program would remain open after June. The 


same respondent strongly felt that it could also be attributed toa 
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communication problem between the Director of Out-of-School Care 
Program and parents. The respondent speculated that the Director must 
have handed the forms to parents saying fill them up if you want to - 
the program will probably close in June. 

Some advertising was done prior to embarking on the pro ject. 
During the course of the study, the marketing campaign for their 
program consisted of placing an advertisement in the local newsletter, 
putting up posters in convenience stores, a blurb was sent out in the 
school bulletin and a big sign placed outside the Out-of-School Centre. 
In addition, there were write-ups in their local newsletter on the 
program. The owners were successful in obtaining, from the city, 
another year's license to operate. They were able to prove to Social 
Services Department that there was a legitimate need for this kind of 
service. The program was promoted by the Social Services Centre in 
their brochure on municipally approved child-care programs, and in the 
telephone directory. 

The owners intended to increase the enrollment by September, as 
seven children from Keyano Daycare would be graduating to Grade One and 
would, therefore, be attending the Out-of-School Care Centre. The 
feedback loops in their Marketing Plan were similar to those in Kayano 
Daycare. 

(2) The second party-at-interest was the employees of the program. 
These were the Director and one part-time staff member. The Director 
did not have a written Marketing Plan or a Basic Marketing Strategy. 
There was a brochure on the program which was given to the teachers in 


both the schools, when the teachers asked for them. The Director was 
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responsible for putting up posters at shopping centres and convenience 
stores. She placed an advertisement in the local newsletter, in the 
Examiner, and availed themselves of the free time on one radio station 
allotted to community groups. The Director said she worked very 
closely with the Social Services Department. They referred parents to 
the program. The Director stated that she and her staff had good 
relations with the parents. She blamed low enrollment problems on the 
highly unstable population of Calder and the poor economy. She 
supported her reasons by stating that six parents had recently Vest 
their jobs and had to withdraw their children from the program. 

5) The third party-at-interest interviewed was the "customers" or 
parents of the children enrolled in the program. The most common 
reason cited for selecting this program by the respondents was 
convenience of location. Their children attended the same school in 
which the program was located or went to the school across the road. 
The parents interviewed heard of the program through different channels 
- two parents were referred to the program (one by Social Services 
Department and the other parent was referred by the School Board), two 
parents read an advertisement in the local newsletter, and two parents 
heard of the program through Keyano Daycare. All the respondents 
interviewed were satisfied with the program. They were especially 
pleased with the program's emphasis on outdoor activities and gym, It 
was interesting to note that all six respondents felt that this Out-of- 
School Care Program closely approximated their definition of a quality 
out-of-school care program. However, one respondent said that they 


needed to restructure their program and gear it towards different age 
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groups, so that children do not get tired of the same routine. 

(4) Community residents was the next party-at-interest contacted. 
They were the same set of people interviewed for the Daycare. The 
respondents were aware of the CAC's childcare programs but declined to 
comment further on the program, on grounds that they were not familiar 
with their marketing policies. 

©) Government agencies was the fifth party-at-interest interviewed. 
These were the same respondents that were interviewed for the Daycare 
program. One government employee who was working as a consultant with 
the CAC Board and the program Director felt that the program's 
existence was justified by the very fact that there was a legitimate 
need demonstrated by parents of fourteen children enrolled in the 
program. This respondent, along with the owners, had explored various 
alternatives. They had four options: 

i) To combine both the childcare programs and operate them 
from Calder School as there was space available. The 
principal of the school was not agreeable to the idea. 

ii) The staff was willing to cut their wages, so that the 
program could continue. However, the Social Services 
Department was not too pleased with this idea. 

iii) They could relocate themselves in Castledowns, since 
there was a greater need there and space was available. 
But the CAC Board was not happy with this option, since 
they are committed to their community. 

iv) Raise fees. 

They eventually raised the fees. The Social Services Department 
arranged it so that the subsidized families did not have to pay any 


more. Three families who were paying full fees were informed that they 


should apply for subsidy. One family withdrew their child rather than 
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apply for subsidy - they thought, according to the respondent, it was 
an invasion of privacy. The other two families met with the Department 
- one family is being subsidized and the other family agreed to pay 
full fees. 

Two government employees predicted that the program would not 
last more than a year due to the composition of the community and a 
lack of need for this kind of service. One respondent said that there 
were too many "multiproblem families, that is, there are too many 
single parents and families that lack life skills such as parenting. 
This respondent speculated that ten to twenty percent of families 
belonged to this group. The same respondent felt that though the 
concept of out-of-school care was excellent, unfortunately the 
community of Calder would not support it. Parents felt that looking 
after children was their responsibility. They could get cheaper 
services from neighbours, relatives or babysitters. 

One government employee strongly disagreed with management's 
reason for low enrollment on the high transiency rate of the area. He 
agreed that the population of the neighbourhood was declining and that 
enrollment in most schools of Edmonton was falling, but the enrollment 
in St. Edmunds had remained constant for the last one year. It was 
very seldom that parents removed their children from the schools they 
were enrolled in if they were moving to another part of the same city. 
However, he speculated, low enrollment could be attributed to poor 
economic conditions - parents losing jobs and withdrawing their 


children from the program. 


One School Board employee felt that schools should encourage 
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out-of-school care programs within their premises. According to this 
respondent, "It is an ideal set up." He explained that sometimes 
children were dropped off early in the morning by parents going to work 
- "They just hang around outside, lonely and forlorn, until it is time 
for school to open. If there was such a program, then children could 
go there directly and socialize with kids their age." The same 
respondent said that some children had to walk a couple of blocks for 
tierreiunchivon atten school to-go to 4 nerehbour Oreerelati ve. 
According to him it was not safe these days to allow children to walk 
by themselves. Another government employee expressed a totally 
different opinion. He was of the opinion that though the program was 
well structured, it lacked the support of parents and children in one 
of the schools. This was determined by the respondent through 
conversations with many parents of children attending the public 
school. The same respondent said that the bad economy was not the main 
cause of underenrollment in the centre. According to him, "Even before 
the economy went sour, the Out-of-School Care Centre has had its 
problems. There is not a large enough population to target it. The 
surrounding communities will not support it - there are negative 
feelings towards Calder." This was further explained as the respondent 
gave the historical background of the community. According to this 
respondent, seven or eight years ago there were strong Catholic and 
Protestant groups in Calder. They were always opposing each other - 
one would’ not’ let the other tise their rink or use their hall, etc. A 
city community worker worked with them to resolve their problems. At 


one time there were two hundred children brawling on the streets. The 
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parents also exhibited a negative attitude toward other surrounding 
neighbourhoods. These feelings have subsided to a great degree, but he 
speculated that they may still persist in the older population of 
Calder. This respondent stressed that relationships between the two 
adjacent public and private school principals were congenial and 
cooperative. They helped each other out. One government employee felt 
that the centre would soon close down because of its multiple problems. 
This respondent was of the opinion that such programs should not be 
located within school premises, as they were a drain on taxpayers' 
money. It is interesting to note that this same respondent had 
objected to the location of Keyano Daycare as well. 

(6) The sixth party-at-interest was the competitors or other similar 
programs. Three centres were visited and their directors interviewed. 
All@ehree Vdirectors, Eelt that advertising was crucial to their 
survival. One director said that even though they did not face any 
enrollment problems, she made it a point to send flyers to the school 
teachers, drop off brochures in as many mail-boxes as possible, in 
health clinics, and put up posters in community housing complexes and 
shopping malls. Another director said that their marketing strategy 
was based on building good relations with parents, provided quality 
childcare by employing qualified staff and primarily depended on word- 
of-mouth advertising. This director said that they were especially 
careful in cultivating good relations with Social Services Department, 
so that children could be referred to their centre. The third director 
Stated that it was very important to locate such programs in centres 


that were easily accessible to children from the school. Their program 
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was located in a community housing complex across the road from the 
school. This was they had their program geared toward not only 
children attending school across the road, but were drawing children 
from a nearby school who lived in the complex. One director speculated 
that Calder Out-of-School Care was facing problems because the Director 
was not vigorously selling her program. 

C. Calder Home Upkeep and Maintenance Service (CHUMS) 

(1) thea boardmo te Directors oleCAG swereitheltarst seroup sto. be 
interviewed. All four respondents replied that poor location was one 
of the main reasons for failure of the project. They had surveyed the 
area for rental space, but discovered that the spaces available were 
beyond their budget. They were allowed only three hundred and twenty- 
five dollars for rent by the Community Development Project Grant 
sponsored by Canada Employment and Immigration Department. They were 
unable to find a storefront space. They opened their office in the 
empty space in St. Edmunds School. Here they did not have to pay any 
rent. But unfortunately they could not utilize the grant money 
allotted for rent for other expenses. There was no traffic in the 
area. According to one respondent, "We were not noticeable. People in 
the community were not aware of our services. The respondents blamed 
the staff for not being motivated and "fired up" to do the job. One 
respondent said, "It was a mistake to hire strangers who were not 
familiar with the community or have any commitment." Two respondents 
blamed the fact that staff lacked expertise and experience. Some 
employees who had expertise did not stay for long because of low wages. 


The staff were responsible for planning marketing strategies and 
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implementing them. There was not enough money for advertising. They 
could not afford bill board advertising. 

Their pricing policy was determined after conducting a small 
survey of similar jobs contracted out commercially in different parts 
OLeticicity, stand sthenssubimactine ‘tens percents at rome the average 
commercial price. According to one respondent, they were not a threat 
to the people in business. They were able to charge less for similar 
services because of their low overhead costs and minimum wages paid to 
the staff. 

They did not have any Marketing Plan or any other plan that 
dealt with the marketing of the project. There was no Market Research 
Plan. The only research they did was a needs survey prior to embarking 
on the venture. There was no research into the characteristics of the 
market, nor were the environment factors around the market evaluated, 
nor had they determined the reaction of their market segment to the 
components of the marketing mix (product, price, promotion, place and 
people). Initially their marketing strategy did identify their market 
segment by demographic, geographic and benefit factors. CHUMS was 
originally started to serve the seniors and handicapped people in 
Calder, but due to a lack of response, they had to broaden their scope 
to include everybody, irrespective of age. One respondent stated, "Had 
we been aware of some of the marketing strategies, we might have 
survived." 

(2) The second party-at-interest interviewed was the employees. All 
three respondents believed that considering their lack of expertise and 


very low funding, they did a "fairly good job" of marketing the 
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project. Two respondents complained that the project was launched 
without any proper equipment or tools. They advertised in their local 
newsletter and other community papers, and got some business. They 
also put up posters in the stores and distributed their flyers in the 
Calder newsletter which had a coverage of eighteen hundred homes. The 
CHUMS staff also took advantage of the free time on radio to promote 
their project. 

In the first six weeks they had no business except for two 
customers who read their advertisement in the community newsletter. 
One respondent blamed it entirely on lack of preparation by owners. 
According to this respondent, "There was no telephone at the office for 
six weeks. Seniors could not phone in." One respondent stated that 
their advertising paid off, because by the middle of the year they had 
started to build up a regular clientele. For example, West 10 and the 
Society for Retired and Semi-Retired had their name and were referring 
people to them. Another respondent said that by the end of the project 
they discovered that in southern half of the Calder area, which is 
relatively emuch ~oldersthan the northern halt, there) was a hagher 
concentration of seniors. They believed that CHUMS could have been 
effective there. The same respondent felt that had they known earlier 
about the demographic information on southern Calder, they would have 
concentrated their advertising campaign there and not diluted their 
ebforts) by trying «to please everyone. 

G3) The clientele of CHUMS was the third party interviewed. Twenty 
respondents were contacted by telephone. There seemed to be a moderate 


to lukewarm positive response to the services, demonstrating a weak 
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demand. Seven respondents did not remember the CHUMS project or ever 
utilizing their services. Eight respondents remembered CHUMS but had 
no particular comment to make except that it was a good idea. Some of 
the responses to their services were unenthusiastic statements like: 
"They were O.K.", "mediocre services", "alright" and "I had no 
complaints". Three respondents remembered that they had been 
dissatisfied with their services and had complained to its management 


"was so slow. Two 


for "sloppy work", “arrived late for work" and 
respondents stated that they were pleased with the work done on their 
fencing and had recommended CHUMS to their friends. 

Out of twenty customers contacted, seven did not remember CHUMS. 
Out of the thirteen customers that did remember the project, seven 
heard of the project through word-of-mouth, four had read the 
advertisement in the community newspaper and two respondents saw their 
posters in convenience stores, 
(4) The fourth party-at-interest was the community residents. All 
respondents were familiar with CHUMS and thought it was an excellent 
idea. Two respondents speculated that the reason why CHUMS failed was 
a lack of need for this kind of service in Calder. One respondent 
explained that people in Calder are mostly tradesmen and craftsmen - 
"There are not too many professionals here. Professionals need such 
services because they have never handled tools." Another respondent 
said that very few people would allow strangers to renovate their 
homes. He further felt that more people were doing their own 
renovations and repairs. One community resident disagreed with the two 


respondents who had said there was a lack of need for such a program. 
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According to this respondent, CHUMS had a broad scope and their 
services, such as handyman's work or snow shovelling, were needed by 
Calder community, especially the seniors. One respondent felt that 
CHUMS should have been geared from the start to all citizens and not 
just the retired and semi-retired people. 

(5) The fifth party-at-interest was the government agencies and 
their personnel. Two respondents stated that it was imperative for 
community organizations, before embarking on a venture, to understand 
their market. One respondent stated that they must know and identify 
their market segments so that they could approach their customers in a 
way that could be most effective. If the community organization was 
running a store, they must know what products to keep and what not to 
keep and when to "dump them", According to one government employee, 
"CHUMS probably failed because it did not have a dedicated staff with 
marketing expertise." 

(6) The sixth party-at-interest contacted was the competitors. All 
the competitors contacted were listed in the telephone directory. 
According to one project manager, the ideal location to operate such a 
project was from the home of the project manager. "This way you cut 
down on your overhead expenses, such as rent and installation fee of 
phone." This respondent emphasized the importance of hiring qualified 
staff who were willing to take less wages than offered commercially. 
He did not hire any staff member unless he was sure that they would be 
committed to their jobs. The respondent commented that once he had to 
interview thirty people before hiring two handymen for his project. 


The manager stressed the importance of staff reporting to work and 
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servicing equipment such as the lawn mowers and snow machines ona 
regular basis. The equipment, he stressed, must belong to the 
organization. This respondent felt that it was important to go out in 
two's and three's in order to minimize dead time. He explained that by 
sending out two or three people, you could reduce hours spent on the 
job - this way work done in two hours could be accomplished in twenty 
minutes and the savings could be passed on to the customer, who paid 
for only twenty minutes of labour. Moreover, workers could cover more 
houses in a day. These strategies outlined by the manager were being 
utilized by him and proved successful. His organization had been in 
operation for eleven years, serving the seniors and handicapped people 
in the Strathcona area of Edmonton. Thus, the project manager had 
identified his market segment by geographic, demographic and benefit 
factors and concentrated his advertising and promotion program towards 
this segment only. 

The project manager of the second project - ARMS - speculated 
that CHUMS may have failed for any, or a combination of, four reasons: 

i) Either there were not too many seniors in Calder or, if 

there were, they were not willing to pay for the 
services. 

ii) Prices charged might have been too low, so that their 
project was not generating any income and was not 
viable. 

iii) They probably lacked dedicated and qualified staff. 

iv) Poor timing - CHUMS project was started in hard times. 
The respondent explained that in 1980/81, it was easy 
for people to get employment and were therefore not 
willing to work for low wages. Now the times were 


different. Due to high unemployment, people were 
willing to do any job at reasonable wages. 
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It is interesting to note that this project was started during the same 
time period as CHUMS and has been successfully providing home 
maintenance services to seniors since then. Ninety-five percent of 
their work is done on contract basis with the city and five percent of 
work is done by contacting the seniors directly. According to this 
manager, their location was an ideal one. They were situated ina 
shopping mall which was easily accessible to the Board members who were 
seniors. Moreover, his office was situated in a business centre where 
personalized clerical service was provided and included in the rent. 
He was the only employee working full-time. The other staff 
were part-time workers who were hired for so many weeks to do house- 
work. The handyman was also on a part-time basis. 

D. Review of Marketing in the Three Projects - After interviewing the 
different parties-at-interest, the writer observed that some aspects of 
the marketing programs of the three projects of CAC did not correspond 
to the criteria listed for effective marketing in the review of 
literature. The marketing program for the two childcare programs had 
conducted an informal situation analysis to determine the outlook for 
their services, their advertising and promotion support, competitive 
position, and problems and opportunities for the projects ahead. The 
staff and owners were aware of their customers’ problems and what was 
important to them. They were aware of the composition of their 
community. It is a highly unstable neighbourhood with a high 
transiency rate. According to the 1983 Civic Census of Edmonton, in 
census tracts sixty-six and sixty-seven (that cover Calder area, but 


include other communities as well), there were 2,210 and 2,325 movers, 
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respectively. These two tracts had the highest mobility rate.“ The 
single parent families rate was also among the highest in the city. 
There were one hundred and sixty single parent families in tract sixty- 
six, and two hundred in tract sixty-seven. Total average income of 
males in these two tracts was listed as the lowest in the city. 
Incidence of low income for all economic families was again listed as 
very high. According to Civic Census 1983, population was declining in 
all ‘tracts: 

The writer ascertained, from the interviews and observation of 
different respondents, that though the owners and staff agreed on the 
basic goal of providing quality child care for children in Calder, they 
were not too clear on the objectives of the two programs. Moreover, 
the unwillingness of most of the owners and staff to perceive the 
programs as existing in a competitive environment poses an unnecessary 
problem for them. There was no confusion expressed in the strategies 
and tactics outlined by the two parties-at-interest concerned, that is 
the owners and employees. The two child care programs had informal 
Marketing Plans that had plentiful feedback loops. 

The CHUMS project, on the other hand, did not correspond to most 
of the criteria listed for effective marketing in the review of 
literature. For example, there was no evidence of a situation analysis 
done for CHUMS. Two respondents blamed the composition of the 
community as a contributory factor responsible for CHUMS' closure. 
According to the Civic Census information quoted above, Calder 1s 4 
highly mobile area. One respondent blamed lack of interest in 
maintaining their houses on the fact that too many houses were owned by 


absentee landlords. According to the 1981 Civic Census, out of 1,755 
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and 1,750 occupied private dwellings in tract sixty-six and sixty-seven 
respectively, there were seven hundred and thirty-five, and seven 
hundred and twenty rented dwellings respectively. These figures 
represent one of the highest rates of rented houses in the city. 
Another respondent stated that there was a weak demand for CHUMS 
because of the high concentration of people that were tradesmen, who 
did not require these services. This is supported by the Civic Census 
LoSimantormation --outiot mastotal labour force or =2.6/0rand) 2,605.10 
tracts sixty-six and sixty-seven respectively, there are five hundred 
and fifty and five hundred and thirty people occupied in trade-related 
jobs, which is the second most common occupation. 

The owners and employees were not clear on who their market was. 
Thus, they ignored an important marketing rule, that is, the market is 
not homogeneous. It is not possible to please everyone and therefore 
identification of market segments by different factors is important, 
Due to confusion of CHUMS goals and objectives, the CAC and its staff 
were unable to launch an effective Marketing Plan with action programs, 
Their problems were further compounded by a staff that lacked 


motivation, expertise or familiarity with the community. 


2. Accounting 


The data pertagnine to the three projects of CAG wall be 
discussed and analysed in terms of the criteria for accounting 
established in Chapter II. These criteria include such practices as 
use of a budget system and books of account. In addition, accounting 


records must be kept up-to-date and balanced monthly. The actual 
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financial statements must be compared periodically with projected 
financial statements, Financial analysis must be used by management 
and records of these analyses must be kept. Break-even analysis, if 


applicable to the business, should be used by management and the 


records kept. 


A. Daycare 

Ge The first party-at-interest, that is, the owners, stated that 
their organization had prepared a yearly budget before starting the 
project. They had to abide by the regulations laid out by the 
PvVcencane bodies Of provincial eovernment. seAccondinewtomal 
respondents, the record-keeping system was fairly simple. It was set 
up with the assistance of an accountant on the Board of CAC. Canada 
Employment and Immigration Department had also provided them with 
guidance, All respondents stated that they were able to understand the 
financial statements, which were “fairly simple" and "pretty 
straightforward", according to some respondents. 

However, one respondent stated that though the members were able 
to read financial statements, they did not make any decisions in the 
fiche ofttinancial analysis, ‘until thevsituation got out of hand. 
Since January of 1984, the owners have prepared a detailed annual 
budget - actual spent that month and to date. Previously the financial 
statements of their childcare programs were audited once a year by an 
accountant on CAC Board for a nominal fee - but this provided the CCC 
members with superficial information, HuUSsteprotit ond loss meaoL wily 


and how it was being spent". Also, before this time there were no 
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proper checks on budgets. The committee did not know much about the 
financial “situation of the Daycare: 

In 1984 the owners had introduced a new method of financial 
controls. This check consisted of one of the owners co-signing the 
attendance chart of the children and going over the expense account. 
This way, the owners made certain that they were receiving subsidy for 
the number of children enrolled in the program. In addition, a 
detailed budget was prepared by the Director of the program, and all 
expenses were accounted for by her. Accounting records were in order - 
they had their formal journals, vouchers, invoices, correspondence, and 
a petty cash book. Since February of 1984, the financial statements 
were compared with their estimated budgets on a monthly basis. The 
child care committee members had decided to do their own internal 
auditing. This step was taken in the interest of frugality - CCC 
members wanted to cut down on costs by not consulting with an 
accountant. 

(2) The second party-at-interest was the employees of the Daycare. 
The Director of the program was interviewed for this section. She was 
responsible for keeping the accounting records up-to-date, and for 
preparing monthly budgets. According to the Director, when she took 
over last year, they had an overdraft at the bank of three thousand 
dollars. This she attributed to gross mismanagement and fraud by 
previous directors. When she took charge as Director, a loan was taken 
out to cover the overdraft. At present they have a positive cash 
balance of four thousand dollars in their bank account. They are 


paying off their loan to the bank on an installment basis. 
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(2) The third party-at-interest interviewed was the government 
departments. The Social Services Department organizes financial 
workshops for directors and treasurers of non-profit organizations and 
municipally approved programs. The CAC Board members attended these 
workshops. 

The remaining parties-at-interest were not interviewed for this 
section because they had no information on accounting practices of 
Keyano Daycare. 

B. Out-of-School Care Program 

ay) Responses of the owners on accounting were similar to those for 
the Daycare program. The only difference in this program was that they 
had to submit the new detailed monthly budgets from January of this 
year, at the request of the city, whereas in the Daycare they had 
introduced them on their own. The same financial controls were applied 
to this program. 

(2) The Director of the centre was responsible for preparing 
detailed monthly budgets. She had to submit them to the Board, who 
after reviewing them, would submit them to the city. In addition, a 
yearly budget had to be submitted to the city. Accounting records were 
kept up-to-date and balanced monthly. The Director stated that she had 
all her books in order, including a book for petty cash which also had 
to be balanced. Actual financial statements were compared periodically 
with their projected budgets. 

(3) The third party-at-interest was the same government departments 
that were contacted for the Daycare. The municipal Social Services 


Centre which was responsible for subsidizing the children in the 
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program had helped the CAC streamline its budget, and had asked them to 
prepare a yearly and monthly budget. 

The other parties-at-interest will not be discussed under 
accounting because they did not have any information on this section. 
C. CHUMS 
() The first party-at-interest interviewed was the Board members of 
CAC. All respondents replied in the positive that a financial plan had 
been developed before embarking on the project. They had to prepare a 
detailed budget for the year and submit it to the Department of Canada 
Employment and Immigration before they could receive any funding for 
the project. A project monthly budget forecast was supplied on one of 
the printed monthly budget forecast formats supplied by the Department. 
It included projections of each month from January 1, 1981 to January 
of 1982, on the number of work weeks of project manager and other 
employees, their salaries and other expenses incurred in that month. 
The record-keeping system was fairly simple and was set up with the 
help of an accountant on their Board. A treasurer from the Board was 
appointed to do the books for CHUMS. All Board members stated that 
they were capable of reading and understanding the financial 
statements. Based on an interim report submitted by the CAC, monthly 
payments were granted by the Canada Employment and Immigration 
Department. All bank records (that is, the cheque book stubs and bank 
statements), invoices, correspondence, journals and petty cash records 
were kept. Two respondents stated that financial analysis was used by 
the Board in their decision-making; however, there were no records to 


support this statement. Similarly, the same two respondents said that 
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break-even analysis was also used - again there were no records for 
these. The actual financial statments according to three respondents 
were compared on an irregular basis with their projected budgets. The 
fourth respondent was not aware of this as she did not attend all the 
Board meetings. 

The owners did not have any special mechanism to keep a check on 
the performance of the manager and staff, except for their monthly 
meetings and infrequent visits by a Board member to the CHUMS office. 
(2) The second party-at-interest was the employees. The project 
manager was responsible for book-keeping and had to submit the monthly 
budget reports to the CAC, which in turn were submitted to the CDP 
(Community Development Project) of Canada Employment and Immigration 
Department, 

One of the respondents stated that they did not have any 
difficulty with their accounts receivable because all their accounts 
were paid. They had six thousand dollars in their bank account on 
closure, which, the respondent added ruefully, was not enough to carry 
on with the project. All invoices, correspondence and monthly budgets 
were filed by the manager. Single entry method of book-keeping was 
used for the project. In the written final report submitted by the 
project manager to the CDP - the manager had requested the government 
departments to teach future community ventures the basics of book- 
keeping and banking procedures. All three project managers, according 
to one respondent, lacked expertise in accounting. 

C3) The third party-at-interest was the government departments, 


Since CDP of Canada Employment and Immigration Department is no longer 
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in existence, information on what the government agency thought about 
the accounting practices of CHUMS personnel could not be obtained. 
(4) The fourth party-at-interest was the competitors. They all had 
a simple book-keeping system. Six respondents stated that they devoted 
several hours each week to the task of balancing all their books. One 
respondent said, "It is very important to update your books so that you 
know what your costs are." Another respondent periodically compared 
his projected budget with his actual expenses in order to monitor his 
performance. 

The other parties-at-interest will not be discussed here, 
because they did not have any information on this section. 
D. Review of Accounting Practices in the Three Projects 

On the whole, the owners and staff were aware of budgeting, 
planning and cash control procedures. The owners had introduced new 
cash control mechanisms for their childcare programs. Now they knew 
where the funds were all the time instead of totally relying on the 
Directors of the programs. The Directors seemed competent and had up- 
to-date records of all expenses. There was an adequate level of book- 


keeping and budgetary control for their CHUMS project. 


oo sCapatal 


The two childcare programs and CHUMS project will be described 
andmanialysed ine thas section sin terms of (thesicaprtalseruteria 
established in Chapter II. 

Briefly stated, the criteria for judging thejeftectivenessvon 


capital were: that there must be a written capital requirement Stes 
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capital needs must be established by estimating the sales volume for 
the first year and the initial start-up costs and monthly operating 
Gosts..@ There should also hea practical estimate of capital 
requirement for the following year or years. The organization must 
possess a strong working capital position, which is defined as being 
both adequate in amount and liquid in nature. A sound financial 
structure requires profit-making as a goal of the organization and a 
strong working capital position. It is prudent to cultivate good 
relations with bankers and creditors. 

A. Daycare 

ED The first party-at-interest, the owners, stated that start-up 
costs had been estimated before embarking on the project. Their 
capital needs were projected by estimating the sales volume for one 
year, initial start-up costs and monthly operating costs. A written 
capital requirement list was drawn. However, no practical estimate for 
the following year or years was made. They received funding for 
equipment for the Daycare from a private, non-profit organization, 
the Clifford E. Lee Foundation. 

They utilized approximately $50,000 or the $60,000 left over 
froma previous government grant they had received from NIP 
(Neighbourhood Improvement Program). Their Daycare is subsidized by 
the provincial Social Services Department. Before setting up the 
Daycare they received estimates from most companies that supply 
equipment and other supplies. After comparing prices they estimated 
the costs for renovation, overhead expenses, food, salaries, and 


operating expenses. Then they set up the budget for a year. 
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In order to determine the working capital position, the owners 
were asked if wages of staff were paid on time, were cash discounts 
availed of, was money available for new fixed assets, were funds set 
aside for advertising and sales promotion campaigns, was cash available 
to meet different contingencies that arise from time to time, and what 
was “1ts ratio of current aSse@ts to current “liabilities? All 
respondents answered in the positive to most of the questions. 
However, they qualified their answers by stating that since their 
Daycare was operating ona very tight budget and was a non-profit 
organization, it was not possible to allocate large amounts of money to 
advertising. Most of their advertising was done manually by the staff. 

There was little funding available for fixed assets. They only 
had four thousand dollars in their bank balance. They did not have too 
many liabilities, hence their ratio of current assets to current 
liabilities was good. Their assets could be readily converted to cash, 
according to one respondent. She added, 'They are not much - just the 
equipment and furniture at the Daycare." One respondent stated that 
since they do not have any collateral, they could not take out any 
loans. They only have an overdraft facility covered by the bank. 
However, this statement contradicts what the Director told the writer. 
According to uhe Darector, they had taken out a loan to Cover their 
overdraft of three thousand dollars last year. 

The CAC had contacted community organizations and churches for 
equity capital, but received a poor response from them, One respondent 
attributed it to the community's apathy. Due to underenrollment 


problems, the organization was faced with financial problems. They 
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were unable to obtain a loan or equity capital from the banks. Again, 
according to one respondent, it was due to lack of collateral. The 
respondents said that they had good relations with their banker. As 
mentioned earlier, the Daycare had an overdraft of three thousand 
dollars in October 1983, They took out a loan to cover their overdraft 
and had four thousand dollars in their bank balance by January 1984. 
(2) The second party-at-interest, the employees, was interviewed 
next. The Director of the program stated that they had adequate funds 
for operating the Daycare. All wages were paid on time and their 
suppliers were also satisfied. She was able to take advantage of 
discounts. For example, the Director had purchased a bench for the 
centre and showed it to the writer. The other staff members reported 
that their wages were paid on time. 
(>) The third party-at-interest was the government departments. 
Only those departments were contacted that were directly dealing with 
CAC for their Daycare program. The provincial Social Services 
Department was contacted and their personnel were interviewed. There 
was assistance available in the form of subsidy to children enrolled in 
the program, 

The other parties-at-interest had no opinions on this section. 
B. Out-of-School Care Program 
Gb Information supplied by the owners in the previous program was 
also applicable to the Out-of-School Care Program. According to one 
respondent, the only difference was that this program received funding 
from three different levels of government - federal, provincial and 


municipal. They utilized the money left over from an NIP grant (a 
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three government level grant - federal, provincial and municipal - 
being operated by the Planning Department of the city), had assistance 
from the provincial government and the city for its working capital in 
the form of subsidies and grant. They also had an eight year lease 
with the School Board for both their programs at a nominal rent. 

G2) The Director and staff members were the second party-at-interest 
to be interviewed. The Director stated that all wages were paid on 
time. During the course of the study, the centre was facing financial 
problems. The Director had to let go the Assistant Director. The 
Director said that she was running the centre ona very tight budget. 
They did not have enough money for additional fixed assets or for 
advertising and sales promotion campaigns. All her suppliers were paid 
on time. 

(3) The third party-at-interest was the government departments that 
provide funding assistance to this program. The municipal Social 
Services Department is responsible for allocating subsidy to this 
program. They had consented to continue subsidizing the program for 
another year and had given them the licence to operate, because they 
felt that there was a genuine need for this kind of service. 

The remaining parties-at-interest will not be discussed. They 
had no opinions or information about the funding of the program or 
about their financial situation. 

CG.  CHUMS 
cl) According to the Board of Directors of CAC, they had estimated 
their start-up costs for CHUMS. Their capital needs were estimated by 


projecting their initial start-up costs, monthly operating costs and 
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sales volume for the first year. This was done by surveying the prices 
for similar services by commercial companies in different parts of the 
city, and conducting a needs survey of their community. However, they 
did not have an estimate of capital requirements for the following year 
or years. They received funding from CDP (Community Development 
Project). This included an employment grant, which enabled CAC to hire 
five people on minimum wages - one project manager, one public 
relations man, two handymen, and one clerk-typist. The money allocated 
for other expenses had to be utilized for the expenses specified by the 
grant, and could not be used for any other purpose. The respondents 
complained that this was not a fair request. For example, they were 
allowed three hundred and twenty-five dollars for rent by the CDP 
Grant, but could not use this money because they had free space for 
CHUMS office. The owners said that they could have utilized the money 
for more effective advertising and for purchasing tools. They did not 
have a strong working capital position. They did not have any money 
left-over from NIP for the ’GHUMS project. The working capital for 
CHUMS was not adequate in amount or liquid in nature. The CHUMS 
project was refused a grant for the following year. Therefore, due to 
lackMoG equity capital, they had to close the project. Alls board 
members strongly felt that "lack of seed money" was the ultimate cause 
of CHUMS failure. Being an incorporated non-profit organization, they 
were unable to receive funding from the commercial sector. 

(2) The second party-at-interest, that is, the employees, also cited 
lack of funding as causing CHUMS closure. One respondent stated that 


the grants allocated by the government were too meagre to really make 
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the project successful. They could not afford to pay the staff 
adequate wages and therefore, had to contend with unskilled and 
inexperienced staff. One respondent stated that it would have greatly 
helped if they had overdraft coverage at the bank for their progect. 
Sometimes there was a delay in receiving the cheques from the 
government and payments to creditors had to be delayed. They were 
unable to Yestablish ‘good= ratings with thee banker and creditors. 
According to one respondent, "We lacked the know-how - nobody was there 
to give us direction." 

The other parties-at-interest, that is, the customers, 
government employees, community residents and competitors did not agree 
with CAC's reasoning for their closure. All respondents felt that lack 
of capital could have contributed to its closure, but was not the main 
reason. The majority of respondents speculated that lack of need 
and mismanagement might have been the ultimate cause of their failure. 
One competitor bluntly said, "We didn't have the government to support 
us, but we manage to survive on our own." One government employee 
strongly felt that the CHUMS project could not have survived even if it 
had received funding for an additional year or years, because of CAC's 
"lack of clarity of goals and gross mismanagement". 

D. Review of Capital of the Three Projects 

It seemed evident from the interviews and observations of all 
three projects that they did not correspond to the criteria listed for 
effective capital requirement in Chapter II. Their financial structure 
seemed shaky. They are too dependent on government grants for their 


working and operating capital. Their very existence is threatened if 
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the government grants and subsidies are withdrawn, as evidenced by 


CHUMS project. 


4. Goal Clarity 

The owners, staff and customers of the three projects of CAC 
were interviewed for this section to determine if there was clarity and 
consensus of goals. To judge the effectiveness of goal clarity, the 
following questions are listed in the criteria in Chapter II: Are 
there clearly stated goals for the organization? Has past performance 
of the organization conformed to its stated goals? Are goals 
understood to be the same by both management and staff? Is profit 
regarded as one of the goals of the venture? 
A. Daycare 
C) The first party-at-interest was the owners. It was interesting 
to note that some respondents felt that the goals and objectives of 
this program were unwritten, whereas one respondent stated that the 
goals were written in the by-laws of the program. All respondents 
agreed that the primary goal was to provide quality childcare. The 
objectives of the program were classified by all respondents as social 
and educational - they felt it was educational for children to attend 
the Daycare and to be prepared for school, and it was socially 
important for them to interact with children their own age. Two 
respondents felt that an additional important goal for the program was 
to keep their expenses down, so that they could keep childcare expenses 
low for parents. Another respondent said that in her opinion there 


were two important goals for the program apart from providing quality 
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childcare. One was to provide employment opportunities for residents 
of the community, and another "nebulous goal" was to attract young 
families to their community by providing these facilities. 

The goals for the Daycare had not changed drastically since its 
inception. They had broadened in scope only, according to all 
respondents. The Daycare was now open to children from other 
communities. One respondent said, "We had hoped to expand within six 
months of operation, but ever since we opened the Daycare, it has been 
a struggle to survive." The owners were all of the opinion that to a 
great extent the past performance of the Daycare had conformed to its 
goals yof providing quality childcare. To achieve this goal, the 
owners were providing the staff with incentives to upgrade themselves, 
G2) The staff was the second party-at-interest interviewed. All 
staff members felt that they were there to prepare children for school. 
Other goals for Daycare, cited by them, were to teach children skills 
that their parents could not teach them, for example, reading, writing, 
good manners, sharing, and getting along with each other, and to instil 
in them a sense of responsibility. 

G3) The parents were an important party-at-interest. All eleven 
respondents interviewed stated that they were satisfied with the 
Daycare. It approximated a great deal to their expectations of what a 
quality daycare should be. All parents stressed that it was essential 
that there must be effective communication between the staff, children 
and parents. For example, one parent said, "The staff must get along 
with the parents and the kids should get along with the staff. The 
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staff must understand the children and work with them.' All parents 
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stated that it was important to keep the children involved incrafts 
and in other creative and stimulating activities. Provision of hot, 
nutritious and balanced food, by the Daycare, was a plus factor for 
them. 

B. Out-of-School Care Program 

ly) The owners, with the exception of one respondent, again stated 
that ithe, goals! for their program were not written, down, The 
respondents said that the main goal of their program was to provide 
quality child care for children between the ages of six and twelve 
years in Calder. They had to broaden their scope of service, as in the 
Daycare, to include children from other communities. There were more 
children from outside Calder than from within. The other goals cited 
by the owners were the same as those cited for the Daycare. 

C2) The staff was the second party-at-interest interviewed. The 
Director of the program stated that in her opinion the main goal of the 
program was to keep the children off the streets by providing them with 
Llovesecareceand tuni.e=lneouDirector had tagwratten wlisteon) coals 
embodying her philosophy of providing the children with love, care and 
fun. The list includes such goals as building up the self-esteem of 
children, respect for oneself as well as for others, sharing with 
others, opening communication between staff and children, creating an 
informal and away-from-school atmosphere, enhancing creativity in all 
areas, and accepting criticism, affection and compliments, The staff 
member said, in his opinion, the main goals were to keep the children 
occupied in a positive way and to help them get along with each other. 


In addition, he felt that one of the goals of the program was to 
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provide babysitting services. 

(3) The third party-at-interest was the parents of the children 
enrolled in the program. On the whole, none of the six parents 
interviewed expressed dissatisfaction with the program or its 
management. They particularly stressed their satisfaction with the 
fact that a great deal of emphasis was placed on different activities 
such as arts and crafts, sports, twice a week visits to the gym and 
field trips. One respondent said, "I know of at least two after school 
care centres that make the children spend most of the time in front of 
the television." One respondent, however, was not too enthusiastic 
about the program. She wished there was more choice available to her. 
Her child attended the program because it was the only one in that area 
and it was convenient because her child attended the same school. Four 
parents expressed their satisfaction with the good discipline 
maintained by the staff. Two respondents stated that they appreciated 
the fact that there were male teachers in the afternoon - being single 
parents, their children missed male influence and guidance. Two 
respondents wished hot lunches could have been supplied by the centre. 
One respondent said that her children found the program "too structured 
and boring" - but she quickly defended the program by stating "You 
cannot please everyone." 

D. CHUMS 

€1) The Board of Directors stated that the main goals of CHUMS were 
twofold: Firstly, to provide home maintenance services for seniors in 
their community, for lower prices than the commercial rate. Secondly, 


to establish a profit-making business in the community. They wanted 
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the project to generate profits, so that they could expand and provide 
Detter esemvices to. senvors ane their community. However, all 
respondents made it clear that being a non-profit organization, they 
did not want to generate profits at the expense of the social services. 
According to one respondent, "Social gains are more important than 
financial gains." However, they had to change their initial goals by 
making their services available to all residents in their community, 
irrespective of age. They did not have the goals of the project 
written out anywhere except in its by-laws, as stated by one 
respondent. 
(2) The staff of the project were not too clear on the goals of the 
project. One respondent said that their services were geared to 
seniors and low income families. Another respondent said their 
services were available to the general public, and the third respondent 
was not too sure of their goals, apart from the fact that they were 
providing home maintenance services. 
D. Review of Goal Clarity of the Three Projects 

On the whole, the writer observed that the owners and employees 
of child care programs had an implicit understanding of the goals of 
the programs. There was no confusion about the main goal of their 
childcare programs. However, because the goals were unwritten, all 
respondents placed different emphasis on the other goals cited for 
their programs. To some respondents it was more important to keep 
expenses down; others felt it was important to prepare children row 
school; and some staff members felt that their primary goal was to 


provide babysitting services. The parents of children, in both the 
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childcare programs, expressed their satisfaction with the programs, 
Except for minor grievances in the Out-of-School Care Program, this 
party-at-interest felt that the programs were achieving their goals of 
providing quality childcare. 

In the CHUMS project there was definitely a lack of clarity of 
goals. There was confusion in the minds of both owners and staff. 
Some perceived it as being first and foremost a venture to provide a 
profit-making business in their community. However, these same 
respondents said that since they were a non-profit organization, they 
went into business not just for profits but to provide a needed home 
maintenance service to seniors in Calder. 

The staff of CHUMS were also confused about the goals. Though 
the goal of the project, as perceived by the owners, was to provide 
services to seniors in Calder and later on was broadened to include low 
income families in their community, the staff were not too sure of 
these goals. The result was, they were using wrong strategies. For 
example, they were advertising in other community league papers in the 
hope of generating some business. They were also distributing flyers 
about their projects, folded in the community newsletter which was 
going to 1,800 homes, irrespective of age or income bracket. Another 
goal of the project was to provide employment to community residents. 
The CAC could not adhere to this goal because it had to hire some staff 
members that were recommended by Canada Employment and Immigration 
Department. One Board member commented that they had to relyon 


strangers who did not know the community. 
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5. Government Involvement/Commitment 

In this section the all important role of government commitment 
and involvement, with respect to communities embarking on economic 
development projects, will be analysed by reviewing the data on the 
three projects of CAC. 
A. Daycare 
(1) The first party-at-interest, that is, the owners, stated that 
they had explored the various government programs - federal, provincial 
and municipal, for setting up their childcare programs. Funding was 
available in the form of subsidies to families through the provincial 
government. They found that the government departments they were 
directly dealing with, cooperative and helpful. Workshops were 
organized by the provincial Social Services Department to help 
directors and treasurers of non-profit organizations. The CAC and CCC 
members found these workshops most helpful. There were Daycare 
Consultants available to guide the directors and staff in setting up 
their programs. At the provincial level, childcare programs are 
inspected regularly by the Health Department and Fire Department for 
health and fire safety and reported to the licencing officer. The toys 
and equipment on the licence are also inspected. The actual program of 
the daycare is also evaluated by the province. According to one 
government employee, before opening a. daycare, the owners are required 
to submit a detailed program plan to the provincial Social Services 
Department. The licencing officer then evaluates their program 
according to their plan. If there are problems, such as staffing 


standards, job descriptions, working with staff and children, then the 
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consultants of Social Services Department would step in. There is no 
set evaluation tool used by this department. The daycare regulations 
have to be enforced by the licencing officer of the provincial Social 
Services Department. 

The owners of Keyano Daycare said that they were aware, toa 
certain extent, of assistance available to them through various other 
departments of government. After investigating some sources, one 
respondent stated that they discovered that they were not eligible for 
most grants, because they had already received a federal grant through 
NIP for a previous project. All the respondents stated that they had 
to abide by certain licencing regulations but there was no set 
procedure for evaluating the programs of daycares by the Social 
Services Department. Three respondents boasted of having "A-1 ratings 
so far". However, at the conclusion of the study the writer was told 
that a consultant from the Social Services Department was visiting the 
Daycare. "She has suggested some changes in our furniture arrangement 
and equipment, which we will consider", was the comment of one 
respondent. On the whole, the writer felt (that the owners were 
satisfied with the government involvement in their childcare programs. 
G2) The second party-at-interest, that is, the employees, stated 
that they did not have any problems with the government departments 
associated with the Daycare. 

(3) The third party-at-interest interviewed was the government 
agencies and their personnel directly involved with the program. These 
were the Social Services Departments, both provincial and municipal, 


and School Board employees. Assistance was available from the Social 
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Services Departments in the form of funding, personnel help and 
guidance in the operation of the program. Initiation workshops were 
organized by provincial Social Services Department to familiarize the 
new directors with the operation of a daycare. The same department had 
helped CAC streamline its budget. Government employees interviewed 
stated that they believed in the philosophy of community economic 
development. One government employee, however, resented the fact that 
valuable school space was leased to CAC for a daycare program. This 
respondent stated that the CAC had not been able to pay its first two 
years of rent to the Public School Board. 

The remaining parties-at-interest did not have any opinions on 
government involvement in community ventures. 
B. Out-of-School Care Program 
Gr) The first party-at-interest interviewed was the owners. Their 
opinions about the involvement of government agencies pertaining to 
this program were the same as for the Daycare program. They praised 
the municipal Social Services Department for being "sensitive" to their 
community's needs. In spite of consistent underenrollment they were 
allowed to operate for another year. Their program was listed as a 
municipally approved rogram for the north-west part of the city. 
@2) The second party-at-interest interviewed was the government 
departments and their agencies that were directly or indirectly 
involved with the operation of the Out-of-School Care Program, All 
respondents believed that the program was excellent. All respondents, 
except one government employee, believed that good care of children 


between six and twelve years of age was definitely required in that 
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area which, according to one respondent, was a high crime area with 
many families at the lowest socio-economic level. However, one 
government employee felt that this program would not survive for long 
because of lack of support by the Calder community for such a program. 

The municipal Social Services Department did not provide any 
funding apart from subsidies given to children enrolled in the program. 
However, the Department made community organizations aware of funding 
available through other departments. They preferred to refer community 
groups who needed help with such things as marketing and accounting to 
organizations with relevant expertise. Another employee of Social 
Services Department stated that the only policy they are strict about 
in the childcare programs is that no corporal punishment be given - 
though they have no legal authority to implement it. For private 
businesses, the Department subsidizes children but otherwise they have 
no contact with management. "The private business likes to be left 
alone", according to this respondent. Most of the non-profit out-of- 
school care programs are municipally approved and have to meet certain 
standards of policy statements. However, the government has no legal 
authority to get them to conform to those standards or of allowing 
their programs to be evaluated. 

During the course of the study, the Social Services Department 
was in the middle of reviewing policies. Counselling services are 
available to non-profit organizations by the Social Services 
Department. They tend not to have the same services for private 
organizations, There are strings attached to non-profit organizations, 


according to one respondent. For example, parents must be allowed to 
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drop in, fees have to be reasonable, policies with regard to how to 
discipline children are approved by the municipal consultant. No 
standards are enforced on the private sector. 

The remaining parties—at-interest were not considered to have 
any relevant opinions on this topic. 
CG. CHUMS 
Gi) The Board of Directors of CAC was the first party—at-interest 
interviewed, All respondents felt that they had a unique idea for 
providing home maintenance services to seniors in their area, but 
unfortunately they lacked the expertise to operate it. The respondents 
strongly believed that CHUMS could have succeeded if there had been 
more government commitment to their project by funding them for another 
year at least. Furthermore, the Board members felt that more 
government involvement in the form of providing guidance and training 
in how to operate a business venture, could have saved their project. 
In 1981, when CHUMS was started, there were no government programs such 
as CASE, for providing guidance and counselling services. The CAC had 
tomrely jon Uits Board for ‘their jlimited Sexperti se. slhe yowners 
complained that the commitment of government to such community economic 
development projects could be ascertained by the meagre funds that were 
made available to them. Had they received adequate funding, the 
respondents stated, they could have hired qualified staff. 
(2) The employees of CHUMS was the second party-at-interest 
interviewed. They too’felt that lack of government support for the 
project was one of the crucial factors leading to CHUMS closure. One 


respondent said that after struggling for one long year to establish 
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themselves, they had eventually established a regular clientele. They 
had formed strategies of reaching their original population target, 
that is, the seniors of Calder. But unfortunately, they had to close 
their doors because they were refused funding for another year. 

€35 The third party-at-interest was some of the government 
departments and agencies at the provincial and municipal level who 
provide assistance to community ventures. The departments contacted 
were provincial and municipal Social Services Departments, Canada 
Employment and Immigration Department (Employment Division), CASE (it 
is the SB assistance branch of FBDB), Edmonton Economic Development 
Authority, Housing Authority and a government employee of Alberta 
Heritage Fund (Mortgage Scheme and SB). All respondents interviewed 
felt that c.e.d. was definitely required in today's hard economic 
times. There were programs and projects planned for regional economic 
development but hardly any for community economic development. There 
were federal grants available through a program called New Horizons 
that provided start-up and equity capital for programs and projects 
dealing with senior citizens. This could have been utilized by CHUMS 
project. There was assistance available in the form of grants from 
these departments to community ventures, but they had to fulfil certain 
criteria to be eligible. Funding was also available through different 
programs set up by other government departments, but again it was 
qualified for specific projects or programs. For example, New 
Horizons, mentioned above, is a federal program set up to assist any 
projects that deal with senior citizens. LEAD (Local Employment 


Assistance and Development Program) is one of the federal programs 
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designed to encourage and contribute to local employment in localities 
of chronically high unemployment. Unfortunately, CHUMS would not have 
been eligible for assistance from this program as it is only applicable 
to organizations situated in communities with a population of less than 
fifty thousand. 
D. Review of Government Involvement/Commitment in the Three Projects 
On the whole, the writer felt that there was adequate government 

involvement and commitment to programs dealing with a social service 
orientation, such as the childcare programs. However, there was not 
enough government commitment and involvement to community groups 
embarking on business ventures such as CHUMS. This observation of the 
writer is supported not only by the opinions of different parties-at- 
interest, but also by a research study done in 1977 on "The Financing 
and Implementation of Community Development Programs by the Alberta 
Government". The study found that over a nine year period, 
appropriations by the Alberta government for community 
development programs were characteristically low, approximately three 
percent or less of total budget appropriations. The researcher further 
states: 

..When viewed from a nine year perspective, this low figure 

shows only slight variation. However, some changes in 

program emphasis is noted over this nine year period. 

Funding that was formerly directed to "Human Resources" 

programs has since been reallocated to programs having more 

of an education emphasis, such as ACCESS and students' 

assistance, 

It is strongly felt that more government commitment at municipal 


and provincial level is needed to community projects, not only for 


funding but also assistance in some of the crucial areas of operating a 
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SB is required. Community development corporations or other community 
groups embarking on ventures are composed of volunteers who lack any 
expertise in crucial areas of management, marketing, accounting, 


capital and goal clarity, so this additional non-financial support is 


crucial. 


6. Management 


In this section, the three projects of CAC will be discussed and 
analysed in terms of the criteria established in Chapter II. The most 
important criterion established was the quality of management itself. 
Management must be responsive, flexible, possess certain character- 
istics such as communications ability, human relations: ability, 
technical know-how, drive and thinking ability. Apart from this, 
certain procedures are listed in the criteria list for enhancing 
effective management. These are the formulation of a Business Plan, or 
any other Plan, embodying the goals, objectives and capabilities of 
ownership and management, development of concise operational plans 
focused at achieving the goals, and conversion of plans to budgets and 
marketing plans. Other important criteria were that management should 
be able to read and understand financial statements, it should be able 
to decide on the organization's personnel needs, consider the role that 
human relations plays in creating the business' image, and develop 
long-range plans and an effective control system. Management should 
also decide on the kinds of communication it intends to use with the 


Sstatr. 
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A. Daycare 


(1) The first party-at-interest was the owners. Interesting 
information on the management of Daycare was elicited from this group. 
As stated earlier in the goal clarity section, there was a consensus of 
goals for the program - the primary goal being provision of quality 
childcare, There was some confusion as to the written objectives of 
the Daycare. They were in the process of formulating goals and 
strategies for their CCC which would be in a manual form. They did not 
have a formalised written Business Plan or any other Plan for the 
Daycare, encompassing their goals, strategies, marketing and financial 
plan. The owners said that they were working on formulating an 
NOverald’ Pian’: 

As discussed in the Accounting Section, the financial aspect of 
the Daycare had also undergone changes. Previously, the financial 
statements of their childcare programs were audited once a year by an 
accountant on CAC Board for a nominal fee - but this provided the CCC 
members with superficial information. Also, before this there was no 
check on budgets. The committee did not know much about the financial 
situation. All the respondents answered in the positive when asked if 
they were able to read the financial statements. However, responses 
relating to the question that did management make its decisions in the 
light of financial analysis, were varied. Some respondents replied 
yes, and others appeared more open and honest in answering the 
question. They said that although sometimes they felt that certain 
expenses were too high, they did not really make any decisions on the 


basis of financial analysis, "till the problem got out of hand!" SLeras 


126 


ue 
prksariatys! 
oety eid ted hoger 
i) sneha ele a saat 

ve Leup-30 sieve epna poe, prim r rq, wd spe 


lop da «astra a om ak dodentacs ance ape Greet: esbi. 

qn jelbwent, 16 eee dias: ow ioe anes 
bom bihedei? oxcun® Leelee = ieea Asatte 0) yates So- te 
ra. ia mu sa don} eo eal eet eed 
Skken “isk “ets v lowe viele pa enqwooes: | 
ch Bntdyew baie aes dot Ai. Ceaaee wi To 


ant? yf ; 


r- 
is 


ae) 
mal? @ Ups tthe > a 9 Oe nea) basatrieit @A 
(+ _Mhp £7) ae aes9 aafiud’. e709 Rage uate bon orate ; 

weal anne haeenia aiev ot are! avg Sseghitty wert te comin 
Wi \hbpiery abity Cae val echo eS) iowa a oe 4 
aa Gite eyered’ \orLa’ rivat apogee cad Je.) (Sepin Asay Bt 
pp tones oat? Savas oli One tbe lish jen ondey oAT™ : 
a ee encanges eka 
srpeeritel oe “avelar sania et iene ei 
nt 4). 2eteleP iad Soe alae 
Heatly? eitehros +08 
aad sab sam cal ‘ad re 
mins oe, 
a et be 2 
= \ 


only since January of this year that detailed monthly and date to year 
budgeting has helped them make better decisions. Again, mixed 
responses were elicited to the question of the Board's application for 
outside assistance for improving their understanding of financial 
analysis. Some respondents replied they did not need to, whereas 
others said yes, for their Daycare program they applied for assistance 
to Social Services Department for suggestions to help “streamline and 
not set up" a bookkeeping and recording method. They then did a 
detailed financial breakdown and budgeting with the help of an 
accountant on the Board of Directors of CAC. 

The "owners" had investigated most sources of financial 
assistance, both for capital funds and operating assistance. Again, 
due to lack of a written Plan, respondents gave different answers to 
the question dealing with long-range planning of the program. Some 
respondents said there was no long-range plan, whereas others stated, 
it was to keep the program running, and to expand childcare services 
for the under two years age group. Answers to specific questions such 
as where would they like the program to be one year from now and five 
years from now were unanimous. They all hoped that one year from now 
their program would be still operating with improved and qualified 
staff, higher enrollment, so that "we can keep our childcare up and 
costs down", and include a few more goals for the CCC. Ail the 
respondents refused to even speculate where the program would be five 
years from now. 

The respondents expressed their satisfaction over the new 


control system to check the performance of their personnel. They have 
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introduced some formal and informal checks over the functions of the 
staff. As discussed earlier in the Accounting Section, formal checks 
include such activities for example as one committee member co-signing 
the report submitted to the government, of the number and age of 
children attending the program, and the number of hours of their 
attendance, The daycares are granted an operating allowance per child 
by the province. The committee member goes over the attendance chart. 
This measure of co-signing the report had to be introduced after 
management realized that they were being cheated by an ex-director of 
their daycare who, according to one respondent, "was not only ripping 
us off, but the government as well". They suspended the director and 
brought down their grocery bill from five hundred dollars (according to 
one respondent) and seven hundred dollars (according to another member) 
to three hundred dollars. Apart from co-signing the attendance chart 
and their detailed expense account, they have informal checks on their 
personnel. One of the committee members or any Board member may visit 
the Daycare at any time. They talk to parents to determine if they are 
happy and if parents have any complaints they are brought to the 
Committee's attention. One of the committee members has her children 
enrolled in the Daycare and visits daily. Another committee member 
works in the Daycare part-time on a voluntary basis. 

The Board members and CCC are responsible for hiring and 
evaluating staff. There was an open two-way communication between the 
staff and the Board, which was described by the respondents as "non- 
authoritarian", "open", "facilitative" and "consultative". 


All the respondents interviewed stated that their program was 
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achieving its objective of providing quality childcare, Silost 
respondents stated that their major achievements were in starting and 
operating a quality childcare program which, according to one member, 
"has A-1 ratings from the Licencing Board", and provide employment to 
community residents. They stressed it was the outcome of hard work and 
planning to create a learning and pleasant environment for children. 
Two respondents added that. these achievements could not have been made 
possible without the chairperson of their Board, who to them was the 
catalyst and motivator behind the whole organization. 

The main problem faced by the "owners" was its underenrollment 
and retention of staff. Underenrollment made it difficult for them 
financially. Another major problem pointed out by two respondents was 
that the committee members were not as involved or committed as they 
should be. According to one of these respondents, "They are not as 
active as they should be - that is the difficulty with voluntary 
workers. We put too much trust in directors and it didn't work out." 

The "owners" are content with the qualifications of their staff. 
Since there are no standards set’ by the municipal or provincial 
governments with respect to the qualifications of the staff, CAC has 
stipulated certain standards. A contract was drawn between the 
directors of the two childcare programs, Daycare and Out-of-School 
Gare, wands/GAC *Board.© “lite states that the Director must have Barly 
Childhood Education diploma and experience, or the Director could take 
a course to upgrade herself and have experience in childcare. The CCC 
discovered that the standards demanded by CAC were too high, as CCC 


members said that hiring of qualified and experienced directors 
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meant high wages would have to be paid, which the CCC could not afford. 
Their present Director who took charge in September 1983 had experience 
but lacked qualifications. She was attending night school to upgrade 
herself. 

In response to the question on the strategies used by management 
or the "owners" to implement their goals, all respondents replied that 
they were improving themselves and the staff through courses at a local 
college and attending seminars and workshops organized by the city. 
Another strategy pointed out was providing staff with manageable tasks. 
The chairperson said that they believe in management by objectives 
philosophy. Other strategies used were monthly meetings of CCC where 
any problems of staff and children were discussed and resolved. 
Financial situation was also discussed in these meetings. Action 
programs were discussed during these meetings for raising money for 
summer activities, marketing strategies, and issues dealing with the 
wages of staff. When they hired the new Director her wages were frozen 
till recently. This way, the savings made were passed on to the 
parents, by keeping their costs down. 

The writer felt that on the whole the Board of Directors of CAC 
and CCC members were dedicated to their cause of providing quality 
childcare. Their chairperson was the catalyst behind the organization 
~ an amiable, persistent and inspiring lady. 

@2) The second party-at-interest interviewed was the "employees" or 
the paid workers of Daycare. These were the Director of the program 
and three childcare workers. As mentioned earlier in the section on 


"owners" opinion of management of Daycare, there are no written goals 
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and objectives of the Daycare. There was no confusion in their 
strategies for achieving the goals. According to one staff member, one 
of their objectives was to prepare children for school. The strategy 
used to implement this objective was to teach the children the 


alphabet, numbers and how to spell their names. 


There was a clear cut division of work for all the staff members. 


An open two-way communication between the staff and director existed. 
There was "non-authoritarian", "consultative" and "open" communication, 
according to the employees. The staff stated that they were satisfied 
with their jobs. However, one respondent said that it had "its ups and 
downs", This was clarified by stating that the pay was very low. 

The Director said that the CAC and CCC members were easily 
accessible. She attended their monthly Board meeting when all the 
problems and financial situation pertaining to the Daycare were 
thoroughly discussed. The main problem that the Director faced was a 
heohestatf iurcnover. » oheswas) unablesto jeobtain qualatuedsand 
experienced childcare workers. 

The Director evaluated her program by making short-term goals 
and then checking them out the next day. With the guidance of CAC she 
had been able to pull through some difficult times. 

The Director felt that the daycares are a necessity in today's 
times. According to her, "They are good for children where parents 
have to work, and not for affluent families who have four cars!" She 
felt that daycares were especially useful for single parents. She saw 
herself and other childcare workers as substitute mothers for the 


children in her Daycare. The Director had no written plans for the 
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future. She wanted to expand the Daycare in the near future by renting 
two additional school rooms. This way more children could be enrolled 
in the program. This would enable them to do more in terms of outdoor 
activities - example, rent a bus and take the children to the zoo. At 
present, the Director had to depend on friends and parents for 
Enansportatron. Dts worth notine at this point that the Director 
exhibited a lot of enthusiasm and fervour when discussing the future 
plans for the Daycare. The fact that the Director was planning on 
further expansion of the centre in spite of the fact that they had been 
underenrolled, struck the writer as an ambitious goal. 

The writer was always welcomed by the Director and it was 
possible to observe the program during different hours of the day. 
There was a friendly atmosphere. The children were under control - 
they seemed happy and cotent. There was apparently no confusion about 
management responsibilities and functions. 

(@)) The third party-at-interest was the parents of children in the 
program, or the "customers". On the whole, eleven parents were 
interviewed (parents of fourteen children). Most of the respondents 
were satisfied with the program and its management. When asked why 
their children attended this Daycare, the most common answer given was 
convenience of location. The next most common reason given, for 
enrolling the children in the program, was provision of hot nutritional 
lunches. Parents were satisfied with the staff who, according to most 
respondents, were always planning stimulating and creative activities 
for children. They were always welcomed in the Daycare, whenever they 


chose to drop in. Some of the parents are on the ChildCare Committee 
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of CAC and these parents stated that considering the wages of the 
staff, they were working very hard. They were impressed with the fact 
that three staff members were upgrading themselves. Two parents were 
not happy with the physical layout of the centre — they thought that 
the furniture arrangement could be improved. "It is crowded and 
cluttery," according to one respondent, "but I suppose you cannot ask 
for everything." 

(4) The fourth party-at-interest was the residents of the community. 
All five respondents were aware of CAC's childcare projects. They all 
stated that the very fact that the Daycare had been operating for the 
last three years meant that there was a definite need for this kind of 
a facility. However, one respondent ventured to say that he thought 
the project was not a viable one since it had not met its stated 
objective of twenty-five children. He blamed it on poor management and 
marketing strategies of CAC and Director of Daycare. The other 
respondents were not intimately aware of management practices of the 
Daycare as they were not on the CCC Board, nor did they have any of 
their children enrolled in the program. 

(5) The fifth party-at-interest was the government and its agencies. 
The departments contacted were the provincial and municipal Social 
Services Departments and School Board employees. This party shed a 
different light on the management of the centre. One government 
employee said that the Keyano Daycare needed a proper program 
evaluation, which had never been requested by CAC. A Provincial Social 
Services Consultant was working with the staff at the Daycare. 


According to one respondent, the biggest problem with this program was 
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lack of qualified and experienced Director and staff. The same 
respondent said that the program was poorly structured and required 
improvement. "They have poor toys and equipment", according to another 
respondent. This respondent felt that the parents would much rather 
put their children in another daycare and pay a little more if that 
daycare had better toys and equipment. The same government employee 
said that most daycares were filling up and Keyano might too, but this 
would not be due to their facilities, which the respondent thought were 
mediocre. According to this respondent, Keyano would fill up because 
it was close to work or home, or because of general improvement in the 
economic climate. Furthermore, according to the same respondent, 
Keyano was not financially viable. Twenty-five children was the 
maximum capacity for Keyano. A good reasonable number to survive and 
break even was forty or forty-five children - "Keyano is not in that 
league. If they don't have full twenty-five children, they are 
nothing. They must spiff up." Another respondent felt that trained 
staff was very important and especially a qualified Director who could 
turn chines around = tor them. “According to this respondent) the 
management and staff were not receptive of the Consultant's suggestions 
to improve their program and layout. 

One government employee who is closely connected with the CAC 
and its various projects felt that the CAC Board members were "too 
dogmatic and inflexible". They did not think of consequences. For 
example, their needs survey of Calder prior to opening the Daycare may 
have shown that there was a demand for such a service, but, according 


to this respondent, needs changed. They did not determine if there 
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would be a need for such a program two years or even one year from the 
survey. This respondent was of the opinion that daycares should not be 
located in schools, which should be used for education only. By 
locating such programs in schools, maintenance costs for this space are 
increased, which is an additional drain on the taxpayers' money. The 
writer felt that this respondent was against the two childcare 
projects of CAC - he hada strong bias against the existence of such 
facilities. For example he stated, "Daycares should exist only for 
single parents where the mother has to work," and "A child is best 
looked after by his mother and not in such facilities." 

One government employee said that there was never a need for 
this kind of service in Calder. The respondent substantiated this 
statement by revealing the information that Keyano Daycare had been 
unable to pay their first two years of rent, and still owed the School 
Board that money. They never achieved their enrollment of twenty-five 
full-timeystudents. In fact in its first two years of operation £e 
only had seven or eight children enrolled in the program. Even at 
present they only had ten full-time students and five or six children 
were part-time. According to this respondent, "They are a financial 
drag - barely eke out enough to survive." This respondent stated that 
the Board was unable to hire qualified staff and Director because of 
the minimum wages they offered. This government employee spoke highly 
of the previous Director. He predicted that Keyano would close down 
within five years which would partly be due to the economy and the high 
transiency rate of the area. The respondent emphasized the word 


"Dartly" to indicate that poor management and insufficient need would 


SEs, 


eo 


“t 7 
= = 9 A F ’ 
{Gt ae roles HY 
: if re 
og sun ater ae ion 7 soy ’ 
pmo auiewuhe 63 ay et (idcue pant 


: ae 
t ibl aii aeons Pp 6 Temae 7 nanos 4 eo a 
: ’ ¥ : 7 


- 


i _ 
= j ; Poe | ¥ al vi» 7 a =f ‘ 
a “etl a. @univs! - u ie ’ vie ae 


ts - 7 


. iwasewite gan 2) @ithuseoct ets Gants Giel aag 
: 7 = ee 
eee eee 
; 1 -_ 
cute S67 0! Pyibnesie. o8 aay wi eaiat b a0 
a a 
. Ce Eo, a eT wht atom r8q alg 
" a 20: iF) oy 2 ; etl . ' ww ’ if " nedin 
si) {aw 7) 2 > ae eeee Ga pg)T) se TOR “ee = 
dude Si asis a) aoivaen Jo be bbyel 
: 7 , 
re | iT. (scp u & j Liaevwns “0 JjJannede ie 
a, = is wv} et Ti ’ a4 me rat - 
/ ok 
: i “Foiselpatese caver pets wom sen? 7 
ix tea Gat = a> taste outa , 
{ i 7 
‘i —o7 pi ¥ PH As ‘ \ %\ leva i. 4 ‘ : 
. 7 - a 
’ = 
j iT (sige op ey caf sate _ nes" —_ 
: ic eT ni mat a iyuiLe@ 
[ 
and 
wih a de were. Wyrees 
i i i ab ie DAe 98 ad oy 
» ’ "he | ’ 1613 Biome bE b 
} ay ten i pa noel said: io ia® § Weed Al 


4 O49. bam wesley Te ey" 
: > 
a) A 


yo Sy ok) eit : 


' 
ve 


be the main causes of failure. 

(6) The sixth party-at-interest interviewed was the "competitors" or 
other daycares operating within close proximity to Keyano. Ten 
daycares were visited and their directors interviewed. Out of these 
ten daycares, four were privately owned, profit-making organizations. 
Two of these private daycares were in the process of opening another 
daycare in different parts of the city. The remaining six daycares 
were non-profit organizations that were owned by the church or were 
community ventures with concerned parents and volunteers on their Board 
of Directors. The writer observed that the qualifications of the 
statis ew structure of sprograms and physical layout of ‘non-profit. 
community-owned and church sponsored daycares was, on the whole, better 
than the private daycares. The directors of all these non-profit 
daycares were qualified with two year diplomas and years of experience 
as childcare workers. The staff of these daycares were also qualified 
with the exception of one daycare where four childcare workers had no 
qualifications and only one staff member had a six weeks certificate in 
early childhood education. On the other hand, the privately owned 
daycares that were operating strictly as a "business with a social 
element" were poorly planned, and their staff lacked proper 
qualitiecations = no thainingsor experience.) In jonly one private 
daycare, both the staff and director had two year diplomas in early 
childhood education and experience as childcare workers. This daycare 
was a definite success - it was operating at full capacity of forty-six 
children and had a waiting list. The owner was in the midst of opening 


another daycare in the city. The enrollment in the non-profit daycares 
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was full or nearly full. They had a good child/staff ratio. Only one 
church sponsored daycare was facing enrollment problems. They were 
licensed for forty children and had twenty-five full-time students. 
The director blamed it on poor economy - parents losing jobs or moving 
to another part of the city. However, the writer discovered that none 
of the staff members had diplomas - only one staff member hada six 
week certificate in early childhood education. The management in five 
of the six non-profit daycares had clear and concise goals and 
strategies for obtaining them. The children were happy and content. 
There was clear cut division of work. The atmosphere there was 
pleasant. These programs were not only surviving but were definite 
successes. Success here is measured not by the traditional measure of 
Success, it hat isprorit ee putrmain  termssotethes tach whaty tney shad 
achieved their goals. The directors of these programs were efficient, 
sure of what they wanted to do and had a cheerful disposition. All of 
them had encountered difficult situations in the past but were able to 
pull through. 

One director who was responsible for operating the daycare and 
an out-of-school care program, pointed out that the basic philosophy of 
private daycares and non-profit organizations is totally different. 
The private daycares are in the business to make a profit. It was 
against her philosophy and that of other non-profit organizations to 
make a profit out of the care of children (the same sentiments were 
expressed by some respondents in the Social Services Department). This 
respondent explained, "When you start thinking about only profits, then 


quality of care suffers. The private daycares are willing to take 
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untrained staff, who have had no training in early childhood 
development, or at the most have a six weeks certificate. Sometimes 
even the director lacks any qualification. Unfortunately they have 
government backing and are able to do whatever they please." Thus, 
according to this director, private daycares can pay less wages to 
their staff because of their lack of training and have low standards. 
They have a higher turnover of staff because of low wages. Another 
director of non-profit daycare commented, "All that the private sector 
is concerned about is making profits to go into their pockets. You 
cannot run childcare programs like this." 

It was interesting to note that all directors, except two, did 
not like the term "competitors", because according to them they were 
not in the business of competing for services, but were there because 
of a legitimate need. However, all the directors had up-to-date 
information on what the other daycares in their area were doing in the 
form of program structure, what they were charging, and whether they 
served hot lunches or not. 

Eight out of ten daycares interviewed were aware of Keyano 
Daycare's existence, Mixed reactions were elicited from the directors, 
when asked what they thought of Keyano. Six directors had only the 
basic information on Keyano about their fee structure and whether they 
served hot lunches; two directors were aware of enrollment problems of 
Keyano. One director blamed the economy for it and the other director 
said, "If a program is not being run well, blame it squarely on the 


director." 
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B. Calder Out-of-School Care Program 

(1) The first party-at-interest to be interviewed for this program 
were the "owners", or the same Board of Directors and Child Care 
Committee members as for Keyano Daycare. Most of the questions asked 
by this party-at-interest were similar to the ones asked in the 
previous section on their opinion of management of Daycare. Thus, only 
those responses will be discussed that are markedly dissimilar from the 
daycare section. As mentioned earlier in the capital section, the city 
subsidizes the children in the program, and it is therefore under its 
jurisdiction. The city had asked management to prepare and submit a 
detailed statement of their budget. Previously, the "owners" were not 
aware of the actual specifics of the expenses incurred, or what the 
financial situation was. The owners. decided to go through the same 
exercise for their Daycare program too - hence, the monthly detailed 
budgeting for the Daycare, 

The owners used the same mechanism for supervision of the staff 
as used in the Daycare. Method of evaluation was also similar to the 
Daycare program. All respondents replied that the major achievements 
of the program were provision of quality childcare and keeping the 
children off the streets. Some of the responses were, "We provide 
total care of children", "Our program is geared towards mental, 
physical, social and emotional development of children." 

The problems faced by this party-at-interest were more or less 
similar to those they faced in respect to the Daycare. Their main 
problem was underenrollment. They faced many financial crises and were 


inable to retain full-time qualified staff, because they could not 
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afford to pay their wages. Another problem pointed out was apathy on 
the tpant of parents. They did not want to enquire about or enroll 
their children into the program, Parents did not want or were too 
engrossed in their own lives to investigate into such projects. The 
owners were a dedicated group. They were committed to providing this 
Kind=-ef service in’ their area, In spite of “heavy odds, their 
persrstence and hard workewere paid off. “Due to consistent 
underenrollment they were facing the prospect of closure of the Out-of- 
School Care Program. The owners, as discussed in the marketing 
section, conducted a survey, collected information, thought out 
different strategies of saving the program, consulted with the 
supervisor of their local Social Service Centre, and were finally able 
to succeed in obtaining from the city another year's licence to 
operate. The chairperson of the CAC was a very hard-working and 
inspiring lady. Before they learned of the city's decision, the 
chairperson confidently said, "We will not let the childcare programs 
die!" 

G2) The second party-at-interest contacted was the employees. The 
director of the program) and “one part-time stait member were 
interviewed. It was not possible to contact the second staff member. 
The writer was able to observe one of the part-time helpers of the 
Director. She was a Grade Nine student who helped the Director in 
serving lunch to the children and in cleaning up. The Director of the 
program was qualified with years of experience as a childcare worker. 
Her objectives were written out, She had a planned and structured 


program. This Director was totally committed to providing out-of- 
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school care to children. Commitment of the employees to the program 
could be judged by the fact that they were willinesto stake 4 cub 2n 
their already basic salaries in order to keep their program alive. 

The roles of the staff were clearly spelled out. The Director 
was responsible for planning the program, and the staff implemented it, 
together with the Director. The Director said that there was an open, 
two-way communication between herself and the staff. This was 
corroborated by the staff member interviewed. The Director reported 
that there was a good rapport and open communication between herself 
and the "owners". They were easily accessible. The Director attended 
their monthly meetings and presented a financial report. They 
discussed their financial situation and any problems - strategies were 
formulated for dealing with the problems. Program planning was done by 
the Director. She emphasized that "consistent evaluation is crucial to 
the survival of such a program". The Board evaluated the Director, and 
the Director was responsible for evaluating the program and the staff. 
This was done, according to the respondent, "by keeping very close tabs 
on all that's happening". Her evaluation techniques included on-the- 
spot evaluation - talking to parents and staff, listening to children's 
responses, and organizing parent/teacher quarterly meetings. The staff 
is evaluated according to a written schedule every three months when 
first hired, and then every six months. 

Both the Director and the staff member interviewed said that the 
main achievement of their program was the fact that they held "high 
standards", This was explained by the respondents as not allowing any 


swearing or cursing by the children, reinforcing positive behaviour and 


14] 


i a 


— ase 


- a Bl aul wy 


y 7 


i; jon Jee elt Pana 
i 7 “os 


7 
iy: .c Mapro iy sii digg me 


Prebei) i! vagbaadtee eed. beu 


béwtle valle 
7 “a 7 - Sa 
atg20 7h ante Sins Ege Wee omw esate to aale 
: 7 7 7 

Ni joy Viera at ingp ies pie alt yoteudy. st ; om eF me 


aud iste Ue Weines4)! sojoes) welt ‘de woilse cv 


af , ks 
vars ade ban WPaeead nr eoe rad neideaine tawowi 
: 7 a 
"1 Bie ii) & Ww OLVASetny i T t i A/€ an? badetoén 370 
- ® ¥ 
) | 1 semi ted ui» J@on@es Seng! Ss Gav aieale@ 
: 7 ; 
weA 1 
si widyom trae’ ¢13 stow vet kevenwo"” wilt Bae 


siooeAhd a) beineaasa fem Sed hdeoe tia wen fans 


7 Midi .¥ ' ,4) Gas . Ati xfailt ious ea 
: _ 
J a ne vit wos : (ie hoje '..a6> Nol ad 
: WSETAu ee see eee es home jletula ne ant? * 
UJ 94 = I 0 
teraction 7 /4ewlave Te) See jeez < ~ tog 


} Ig - ’ e114 a uti") $ Te (Hayes Ss 7 & bet f _ y - +8 eoeb : 


7 


he 
ja! esuguiwlded epee & 8 oe) vagqen wfands. anh ae 
| ' pahiwaare 7, idea it SNE Wi Oo on wid! = rotoaei 1048 
ate eS ee apts ener oc; guna datos Be en 
i9Cc 1) .@)aVa cabal 099214 were yeni — sve 
i a 
- grata nue ; ee F wa 

: t : 
dd Tithe bd VASO agitoor 2 2kus sh) Dap 


bedi’ bin? Pots One Bene 


we fis i 1 pad ayy ral hogee 
ie peicd aarp! gd ipag 7 
arn 


providing the children with love and care. The Director replied with 
great feeling to the questions, "Why should society allow you to 
survive" and "Do you think it is worthwhile to operate the program." 
She justified the existence of her program and other similar programs 
by stating that society these days was beset with problems. There were 
too many single parents. There is a high teenage suicide rate and drug 
addiction. According to her, it was important for such programs to 
survive - "they teach kids that it is important to get along with each 
other. They learn about loving and caring and have someone to talk 
Oey 
The writer felt that the Director and her staff were committed 
to the program. They had clear cut goals and strategies to achieve 
them. However it was observed that they were overworked. 
(3) The third party-at-interest was the customers or parents of 
children in the program. The six customers interviewed were satisfied 
with the program. They thought that the program was managed well. One 
respondent felt that though the staff were helpful and thoughtful, they 
seemed overworked. This observation bears out with the writer's 
comment above of the staff being overworked. As mentioned in the 
marketing section, convenience of location was the primary reason cited 
by all six parents for choosing this program. All respondents were 
happy with the structure of the program and its management. 
(4) Community residents was the fourth party-at-interest to be 
contacted. They were the same set of people interviewed for the 
Daycare. Once again they were aware of the facility and thought it was 


an “excellent idea", "much better than letting them (children) run 
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amuck on the streets", They did not have any information on the 
management of the centre. 

CS) The fifth party-at-interest interviewed were the government 
departments and School Board employees. Only those agencies were 
contacted for this section that were directly or indirectly associated 
with the management of the Out-of-School Care Centre. All the 
respondents in this category agreed that the concept of out-of-school 
Care wis excellent. “According to two pespondents, the fact that the 
program is facing difficulties was attributed to mismanagement, and an 
insufficient need and support by the community for this kind of 
service. 

Another government employee blamed the management of the program 
and its Board for not being able to cope with the problem of 
underenrollment. She pointed out that management must recognize its 
problem that group care is not financially viable for the organization. 
They could meet the need - which she said was a small need, since only 
fourteen children were enrolled in the program - ina different way. 
There were many alternatives open to CAC. For example, the respondent 
suggested Home Care as versus Group Care - instead of incurring huge 
expenses of renting space, hiring a big staff, having good expensive 
toys and equipment, children would be much better off to go to 
individual homes where the homemaker would look after the children. 
The GAC, if truly interested in providing childcare, could lobby the 
city for subsidized funding. The respondent said that this way CAC 
Could save two hundred dollars per child. But, the respondent 


emphasized, the foremost priority for CAC management was to recognize 
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that they had a problem and then try to resolve it by using new 
strategies. 

Another governent employee felt that the Out-of-School Care 

Centre's existence was justified by the very fact that fourteen 
children (albeit a low number) were enrolled, and this meant that there 
was a definite need for this kind of service by fourteen families. 
According to this government employee, management could not be blamed 
for its problems, but a combination of factors was responsible for 
their underenrollment. Two of the main causes cited by her were a high 
transiency rate and the poor economy. 
(6) The sixth party-at-interest to be interviewed was the 
competitors or other out-of-school care programs in the area. Calder 
Out-of-School Care Program of CAC is the only one being operated in its 
neighbourhood, that is, in Calder area. Three out-of-school care 
centres were observed and their directors interviewed. Two of these 
centres were privately owned and were profit-making organizations. The 
third centre was a community-owned non-profit venture. The directors of 
all three centres were qualified - with training and experience. The 
staff of the two private out-of-school care centres were not all 
trained in early childhood development or experienced. They had a high 
staff turnover. 

The staff of the community-owned centre were all trained and 
experienced child care workers. This centre started its program in 
1980 and since then only one staff member had left the centre. They 
had a very stable staff. The director of the centre was also 


responsible for supervising a daycare nearby. These two programs were 
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being run by a Board of Directors composed of concerned parents and 
citizens. According to the Director, her first priority was to keep 
the staff happy with their jobs - fees went to pay their salaries 
first. This way a stable and qualified staff could be maintained. 
Money generated by the business was put back into the centre to 
purchase equipment, augment the salaries of the staff, and for the 
general upkeep of the place. 

Oneithe other hand) the two darectorse of the private out—or— 
school care centres complained that they could not afford to pay high 
wages to qualified staff and had to compromise - both the centres had 
some staff members that had a six week certificate in early childhood 
development or had a few years of experience as childcare workers. The 
community-owned (non-profit) centre had a full enrollment and was 
planning to further increase it. They had relocated in a larger space 
and could now accommodate double the number of children. The other two 
centres did not encounter any serious problems of enrollment, though 
both of them lacked the full number of children they were licensed for, 

All three directors were aware of Calder Out-of-School Care 
Centre. Two of them declined to comment on what they thought of its 
management or its problems. The third director blamed the director of 
Calder Out-of-School Care Centre for its problems. 

C. Calder Home Upkeep and Maintenance, Service (CHUMS) 

(1) The first party-at-interest interviewed was the owners or the 
Board of Directors of CAC. Four members of the Board were interviewed, 
and a fifth member when contacted declined to be interviewed. As 


reported in the previous section, all the respondents interviewed gave 
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mixed responses when asked if the goals for the program had changed 
during its operation. Two respondents replied that they remained 
constant and the other two stated that they had been modified. There 
was no written Business Plan or a formal Plan stating what their goals 
were, what their marketing plan would be, nor was there a Financial 
Plan. Varied responses were elicited when asked if any research was 
done by the owners to determine where assistance for the project could 
be obtained. One respondent was not aware of it, another respondent 
replied, "I think not", and two respondents said yes, for both capital 
and operating financial assistance. The same two respondents replied 
in the affirmative when asked if they were aware of assistance 
available from various government departments. Some of these sources 
were utilized by the Board - for example they utilized grants given by 
Canada Employment and Immigration Department. 

There was no long-range planning for the project. All the 
respondents agreed that it was not thought out properly. 

The Board members stated that they were capable of reading and 
understanding financial statements. They did not have to apply for 
outside assistance for accounting purposes as they had an accountant on 
their Board. 

There was no proper mechanism for checking and evaluating the 
performance of the staff and the project. The supervisor or project 
manager was responsible for evaluating the project andisiomeics 
operation. According to one respondent, ‘That is what they were being 
Paidaton. es lhemonly checks that the Board used was the occasional 


visits by different Board members and these too were rare, according to 
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one ex-employee of the project. All the respondents stated that lines 
of communication between the Board and staff were "open" and "non- 
authoritarian". They were easily accessible to the staff. 

All the respondents interviewed felt it was a worthwhile 
project. The chairperson of the CAC wants to revitalize the project in 
the near future. 

The respondents blamed lack of qualified staff for the closure 
of the project. One respondent for example said, "Personnel problems 
were the ultimate cause of the project's failure." Another said, "We 
were unable to hire qualified staff." A third respondent said that the 
staff and project managers not only lacked expertise but were not 
motivated. The fourth respondent blamed the Board for the project's 
failure - she said though they were all a well-intentioned group, they 
lacked the expertise to organize and run such a project. The same 
respondent said that the staff were not motivated because they were 
paid minimum wages. As soon as they found a better paid job, they left 
the project. 

The second common reason cited for the project's failure was its 
poor location. As discussed in the Marketing Section, the project was 
located in a school - at that particular time that was the only 
affordable space available to the organization. 

Another reason cited by one respondent was poor planning by the 
Board itself - "The Board failed to put a good strategy for implemen- 
tation." Another respondent said that apart from the fact that the 
Board lacked the expertise to run such a project, there was no 


assistance provided by the government to train them, The same 
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respondent stated that the situation further deteriorated because the 
Board could not devote as much time as it should have. They had opened 
the Out-of-School Care Centre in the fall of 1980, and started the 
CHUMS project in January 1981. In April of 1981 they started the 
Daycare. The result was that CHUMS was "sandwiched in between", 
According to one respondent, "It was a classic case of too few 
volunteers doing too much work." 

@) The second party-at-interest was the staff. All the three 
respondents interviewed stated that there was no clear direction. "It 
was badly organized", according to one respondent. For example, in the 
first six weeks of operation of CHUMS there was no phone on the 
premises, until one employee found a retired electrician who installed 
a conduit for them at a nominal charge. 

There was a hich stati turnover, CHUMS had three project 
managers in the course of one year. Two project managers left because 
they found better paid jobs, according to one respondent. The same 
respondent said that the first project manager lacked ambition and 
drive - "He had to be told what to do." 

The roles of the staff were not clearly stated or understood by 
the staff themselves. The clerk/typist of the project was promoted as 
manager after the first project manager left - "Nobody defined her 
role", according to one respondent, "she was not certain of her 
duties." She did some advertising for the project. There was a Public 
Relations person, who was also the handyman for the project. "He was 
totally dissatisfied with the job", according to one respondent, "he 


did not have enough to do and so quit." They hired another handyman 
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and a clerk/typist. But in a few months they both resigned. The 
handyman left the job because he found a better paid job, and the 
typist left because she was "bored" with her job, "there was not much 
for her to do." The project manager also left her job for another 
employment. A third project manager was hired who was also the typist 
for the project. "She had no work experience but had an interest in 
community affairs", according to one respondent. She stayed with the 
project tallats closure, “According to thas réspondent, the project 
would have survived had they received funding from the government for 
another year. When their project closed they had a positive balance of 
six thousand dollars. But this amount was not sufficient to run the 
project. 

Two respondents stated that it was very difficult to communicate 
to the Board - "They were not easily accessible", and "They were too 
busy running their childcare programs." 

There were no set tools used for evaluating the performance of 
the personnel by the "owners", All respondents agreed that it was a 
worthwhile experience. According to one respondent, "It provided 
housewives with an opportunity to return to the work ROomoes 
All the respondents felt that CAC lacked the funding and expertise to 
operate such a project. 

(3) The "customers" were the.third party-at-interest to be 
interviewed. On the whole twenty customers were interviewed by 
telephone. Satisfaction with the services were gauged from their 
responses. On the whole, as mentioned in Marketing Section, there 


seemed to be moderate to lukewarm positive response to the services. 
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All the respondents stated that they thought CHUMS was an excellent 
idea. However, one respondent pointed out, "They were quite confused 
about their objectives. They did not zero in on the seniors oniky, pbiut 
wanted to please everybody." One respondent said that she was not 
aware that CHUMS had started as "a for seniors only project". At that 
particular time her mother needed somebody to paint her house and was 
unable to find anyone with reasonable rates. All the respondents felt 
that the CAC Board was not equipped financially or had the expertise to 
run such a venture. One respondent stated that if CHUMS ever wanted to 
revitalize the project, they must first redefine what they wanted to do 
and establish their goals. Furthermore, according to this respondent, 
CHUMS should be geared to all the residents of the community and not 
just the seniors, as Calder needed new and young people to move in, 
Another respondent felt that since CAC was a non-profit organization 
comprised of volunteer workers, the effectiveness of their work was 
diluted by being involved in other community activities - "Volunteers 
can devote only so many hours to volunteer work. They do not have 
enough volunteer time, since the same group of people tends to be 
involved in other community activities." One respondent felt that 
CHUMS failed because there were not enough dedicated people partici- 
pating in the project. 

(4) The various government departments were contacted as the fourth 
part y-at-interest. The departments and agencies of government 
contacted for this section included those government departments that 
were directly associated with the CHUMS project. 


It was interesting to note that the bottom line given by all the 
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respondents when asked why in their opinion CHUMS project failed, 
mismanagement and lack of commitment to the project were the main 
reasons given. All the respondents echoed that it was critical to have 
a manager who was familiar with all the facts of business, "the ins and 
outs of business", This phrase was qualified by one respondent by 
stating that "management must be run by one person who should report to 
the Board of Directors = he must be a good administrator, ‘good 
marketing person, have good expertise in the day to day operation of 
the business and be understanding." One government employee said that 
it is important that such community Boards should go through a long 
process of finding a "top notch manager who had had experience in 
managing community ventures. Then the Board must designate authority 
to the manager to run the project independently." Another government 
employee said, "Dollars you pay in the beginning may be too high but 
will pay back in the form of profits and smooth running, This 
respondent was referring to the salary of a qualified manager. 

Four respondents said that confusion of goals of community 
ventures was one of the reasons for so many failures - "They are not 


" Another closely 


clear on their objectives for being in business.' 
related reason cited by the respondents was lack of motivation. All 
respondents stated that absence of a strong motivating factor, which to 
three respondents was primarily profits, was a "minus fac ton! wow 
management and staff and often resulted in closure’ of ventures. 
Motivation, according to one respondent, was directly related to reward 


of gains and risk of failure. 


@) The fifth party-at-interest interviewed was the competitors of 
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CHUMS. The writer interviewed ten tradesmen who were involved in 
providing the same kind of services in that area. Three carpenters, 
three plumbers, three handymen, and one window repairman were 
interviewed. Only two respondents were aware of CHUMS project. They 
thought that management was totally disorganized - "they did not know 
what they wanted to do." In addition to these tradesmen, project 
managers of two similar projects (discussed in the Marketing Section) 
were also interviewed. Both these managers were qualified for their 
jobs, and had been with their projects since their inception. All the 
respondents interviewed did not think that CHUMS was ever a threat to 
their business, because they had their regular clientele, had been in 
business for years, and were skilled in their own trades. One 
respondent made an interesting speculation on the reason why CHUMS 
failed - "Probably its management was trying to please everybody by 
providing all kinds of services when it wasn't equipped to do so." 
D. Summary of Analysis of Management Section 

On the whole, the writer felt that management by the owners and 
directors of both the childcare programs was responsive and flexible 
to the customers’ needs. My assessment of the owners' communications 
ability through interviews and observations was that the owners were 
able to communicate to each other and to the staff effectively. There 
was no contusion in their goals, plans and strategies. The writer 
observed that both parties-at-interest, that is, the owners and Staine 
of the childcare programs were a dedicated group, committed to their 
cause of providing quality childcare. They were willing to learn from 


their mistakes. They knew that their staff at the Daycare lacked 
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expertise and so were providing them with incentives to upgrade 
themselves. Some Board members attended different workshops organised 
by the Social Services Department. The drive and persistence of these 
two parties-at-interest was exhibited during many occasions. For 
example, it took a lot of hard work on their part to convince the 
Municipal Social Services Department not to close the program, even 
though they were underenrolled and had consistently been so. The 
Chairperson of the organization struck the writer as being the catalyst 
behind the program. This was corroborated by one CCC member and a 
government employee, who both stated that her persistence and 
enthusiasm permeated the other Board members and staff. 

Dedication of the staff of Out-of-School Care Program was 
exhibited when they were willing to take a reduction in their already 
basic salaries so as to save the centre from closing down. The two 
directors of the program had good rapport with the staff and children, 

On the whole, although persistently on the edge of financial 
instability, management of the two childcare programs fulfilled most of 
the criteria listed for effective management in Chapter II. 

CHUMS project, as stated by all parties-at-interest, was poorly 
planned. The owners were unable to devote much time to this project 
and, therefore, it was left entirely on the project managers to operate 
the project. All the project managers hired had never managed a 
project of any sort before. They lacked the expertise to operate such 
a project. As stated by one respondent, "They were waiting to be told 
what to do." In addition, they lacked the enthusiasm and commitment 


required to manage and operate a project. 
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Thus, poor management of CHUMS project was definitely seen as 
one of the main causes of the project's closure by all respondents 


interviewed. 


Po 


om ie 7 sl 
| on 
=> | ise 


"7 sinet-d oS vi 
=j ps 


Lo 


FOOTNOTES 


This break-down was done by a government employee of the Social 
Services Department in April 1984. 


A map of Edmonton City showing Tracts 66 and 67 is included in 
the Appendix. 


CASE (Counselling Assistance to Small Enterprises) is the small 
business assistance branch of the Federal Business 
Development Bank (FBDB). 


M. Whitmore, "The Financing and Implementation of Community 
Development Programs", Unpublished M.A. Thesis, University 
Of ssl perta,, 1977, palo0. 
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CHAPTER V 


SUMMARY AND CONCLUSIONS 


This thesis analysed the business dimension of community 
economic development (c.e.d.). To accomplish this end, six major 
factors were identified in Chapter II as crucial ingredients for the 


success of community ventures. These six factors were: 


1. Management 4. Capital 

2. Marketing ee Goel Clagiry, 

3. Accounting 6. Government Involvement and 
Commitment 


These factors are responsible for the success and failure of 
many businesses and the strength of a business effort in each of these 
areas was expected to determine its future viability. Criteria by 
which strength in each area could be judged were established in Chapter 
II. In Chapter IV, three community economic development projects were 
described and analysed in terms of each of these areas. The projects 
were evaluated in each area in terms of the opinions and level of 
satisfaction of the six parties-at-interest. These were the owners, 
employees, customers, community residents, government and competitors. 

The propositions of the study were that the two child care 
projects of the Calder Action Committee had survived because of the 
presence of two conditions. These were: 


1. There was an implicit and explicit consensus of goals of the 
organization. 


2. The steps taken to implement these goals adhered to a great 
degree to the six components listed in Chapter IT as 


important contributing factors to the success of community 
ventures. 


It was proposed that CHUMS project lacked these two conditions. 
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The analysis indicated that there was an implicit consensus of 
goals for both the childcare projects. All six parties—at-interest 
had a clear understanding of the major goals of the projects. The 
strategies adopted to meet these goals included the six components 
crucial to community business success. Calder Home Upkeep and 
Maintenance Service (CHUMS) project, on the other hand, lacked two of 
these important conditions. There was confusion in the minds of the 
owners and staff of CHUMS project. Hence, the strategies adopted by 
CHUMS personnel were deficient in most of the six components listed as 


crucial to the survival of SB and community business. 


Conclusions 

Analysis of the three c.e.d. projects brought forward certain 
findings corresponding to the literature on SB and community business, 
which state that absence of certain components could be disastrous to 
community groups embarking on business ventures. These components have 
a bearing on the success and failure of business. Though the scope of 
this study is limited, the results of this thesis suggest that there is 
a greater chance of survival and a better likelihood of definite 
success, if there are more components present. Therefore, community 
groups interested in business must ensure that all six areas are given 
adequate attention. 

Management, both as a process and as management personnel, is 
one of the factors to which community groups must pay heed, Management 
personnel of community ventures must carefully research, analyse and 


evaluate the project. They must be responsive and flexible to the 
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needs of the market. It is essential that management be motivated and 
committed to the project. Perseverence, communications ability, drave, 
imagination and prior managerial experience are all important 
characteristics of good management. However, since management of 
businesses initiated by community groups do not have managerial 
experience and training, it is essential that they be exposed to a good 
program of management assistance. 

The results of the study revealed that CHUMS management 
personnel lacked the commitment, expertise or drive essential to 
operate such a project. There was a lack of planning. In addition the 
owners were unable to devote much time to the project. The two child 
care projects were surviving. The owners and directors of these two 
projects were responsive to the needs of the customers, There was no 
confusion about the goals of the project. Management and owners were 
committed to their cause of providing quality child care in their 
community. 

Marketing was the second factor established in the review as 
being crucial to the survival and success of community ventures, It is 
important for community groups to have some kind of a plan, be it a 
Marketing Plan or a broader Business Plan, which clearly states the 
goals, objectives and strategies of the project. A typical Marketing 
Plan answers the following three questions: 

1. Where are we now? 

2. Where do we want to go? 

3. How do we get there? 


It is important to conduct a market research in order to 
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determine what are the needs and desires of customers, so that products 
and services could be designed to meet those needs. Their guide to 
marketing must be their Basic Strategy, which is: 

1. What segments are to be served? 

2. With what products and services? 


3. With what combination of people, price, promotion and 
location? 


It is vital for people interested in community ventures to be 
sensitive to the idea that marketing is the creative force that matches 
their products and services with the customers' needs. Without an 
aggressive marketing program, the community-based enterprise is more 
than likely to lose out to established businesses, because these 
companies are familiar to local residents and would continue to be 
forceful in attempting to maintain their market position. 

The marketing programs of the childcare projects had conducted 
an antormal situation analysis, that) 4s, a review of ther current 
status in the market. They were aware of the composition of their 
community and what was important to their customers. However, the 
owners and directors refused to perceive the projects as existing in a 
competitive environment. Though they were aware of what their 
competitors were doing, they refused to compete with other childcare 
projects. By so doing, they posed an unnecessary problem For 
themselves. The marketing campaigns for the two projects were 
intensified during the course of the study, and the two projects had 


informal Marketing Plans. 


There was no situation analysis conducted for the CHUMS project. 
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The survey that was done prior to embarking on these three projects was 
not as comprehensive as asserted by the owners. It failed to yield 
such pertinent and important information as where in their community 
was the highest concentration of seniors, who were their initial target 
population. The survey also failed to reveal such information as 
whether there was a genuine demand for such a service. They did not 
identify the predominant occupations of their community. Furthermore, 
both management and owners ignored an important marketing rule that the 
market is not homogeneous. They did not identify their market segment 
by demographic, geographic, or benefit factors. 

The third factor is accounting. As demonstrated in the review 
of literature, lack of proper internal controls resulted in the closure 
of many firms. Heavy operating expenses, receivables difficulties, and 


i 


inventory difficulties were listed by Dunn and Bradstreet~ as being 


responsible for closure of 26.7% businesses surveyed by them. Mayer 


2 in their study discovered that poor accounting practices 


and Goldstein 
such as overindebtedness, inept merchandising, and careless credit 
policies were responsible for some business failures. Community groups 
must recognise the importance of planning, budgeting and cash control 
procedures. Management must use financial information in its decision- 
making. 

The owners of the childcare projects had introduced new cash 
control mechanisms for these projects during the course of the study. 


They knew where the funds were all the time. There was an adequate 


level of bookkeeping and budgetary control for all the three projects 


or CAG. 
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Capital was the fourth factor established as crucial to the 
survival of community business. It is important for community ventures 
to launch viable and long-term projects which generate income, thereby 
eliminating dependence on government grants. They must be careful to 
avoid undercapitalization, insufficient working reserve and 
overreliance on borrowed capital. 

All three projects relied heavily on government financial 
support. Their financial structure seemed weak, and there was 
insufficient working reserve for the CHUMS project. 

It is imperative to determine goals in order to establish the 
direction in which the business must be conducted. Therefore, clarity 
of goals was the fifth factor established as important to survival of 
cummunity business. There should not be confusion in the social, 
cultural and educational, and business goals of CDC's. The primary 
goal of a community business should be to establish a self-sufficient 
and viable enterprise, which is able to attract managerial, technical 
and financial resources. It would be fatal to community business if 
all services were provided at cost. The writer agrees with G. McLeod, 
that a CDG must attempt to make profits, but in a special way. He 
stresses the principle of profit optimization as opposed to profit 
maximization. 

The owners and staff of the two childcare projects had an 
implicit understanding of the goals of the projects. Though these 
goals were unwritten, all members of the Stete and) Board of Directors 
of these two projects understood them clearly. They were all adamant in 


stating that they were a non-profit organization and were not competing 
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for services. However, they realized that in order to survive they had 
to make some profit. There was complete lack of clarity of goals in 
the minds of the staff and owners of CHUMS project. The result was 
confusion and ultimately, closure of the project. 

Government involvement and commitment was established as the 
sixth factor crucial to the survival of community ventures. Community 
groups need the support of all three levels of government - federal, 
provincial “and municipal. This support ‘should be in the form of 
commitment not only for funding of projects, but also for assistance in 
crucial areas of management, marketing and accounting. 

There was adequate government support for both the childcare 
projects. However, it was discovered that there was not enough 
government involvement and commitment given to CHUMS project. 

In these turbulent times of high unemployment, spiralling 
interest rates, expensive and hard to procure loans and increasing 
COSES OL Operations, |1t as) amportant jthat. CDG s,suwithearc.c.c. 
perspective, possess a combination of all of these six factors. 

This study could be useful as a stepping stone for further 
research into how community groups interested in their economic 
development could be assisted. Furthermore, this study would be 
helpful to community groups already involved in community economic 
development projects, to assist them in self-evaluation. 

The impact of this study on Calder Action Committee was Ena tet 
started a process of self-evaluation by the CAC of its child care 
projects. During the course of the study, the CAC members intensified 


their marketing campaign for the two projects, and tightened their cash 
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control mechanisms, A meeting of the Board of Directors, Childcare 
Committee members and staff discussed the goals, objectives and 
strategies for the two projects, and the roles of the personnel and 
communication channels were clarified. 

Even though, from the business point of view, the CHUMS project 
failed, and the remaining two projects are surviving, the three 
projects of Calder Action Committee were a success, in a community 
development perspective, because they started a "process". This 
process of community development strengthened the qualities of 
participation, self-direction and cooperation of the group, preparing 


it for a future community economic development venture. 
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FOOTNOTES 


Dunn and Bradstreet, "The Failure Record Through 1969", in 


Community Economic Development, J.C. Weistart, ed. (New 
York: Oceana Publications Inc. (1972), p.123. 


Mayer and Goldstein, The First Two Years: Small Firm Growth and 


survival Problems (Washington, D.C.: Small Business 
Administration Publication, 1961), p.i54. 


G. Macleod, "Community Development Corporations - Theory and 
Practice", Paper presented at Community Economic Development 
Seminar (Edmonton: Unpublished, 1982), p.182. 
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